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LETTERS 


For sale: one scrawny goose 

After having read your EDITORIAL Peking 
smashes some golden eggs [17 Dec.], I 
have the following questions: 

Hongkong's airport has needed expan- 
sion for five years, so why would the pro- 
posal and construction work be carried out 
only now and initiated by Britain? Given 
Britain's ultimate pull-out from the terri- 
tory, why would it bother? Is the airport 
for itself or for Hongkong? Have you ever 
heard of anyone renovating an old house 
before handing it over to the new proprie- 
tor to whom there is no actual legal or 
moral obligation? 

Hongkong’s success is based much on 
its stability, so seeing the unworkable 
present approach to sell his "democratic 
reform package" to the conservative, inex- 
perienced Chinese, shouldn't Governor 
Patten change his attitude and try another 
approach? After all, isn't he the one who is 
responsible for a smooth transition for 
Hongkong? 

Your article puts all the blame for 
Hongkong's stock index drops on China, 
but are the British really acting for Hong- 
kong's sake? 
Hongkong CYNTHIA SZETO 
Your EDITORIAL [17 Dec.] claims the ^world 
is aghast that China would be so irrational 
as to threaten its goose with the golden 
eggs". 

Which "world" is it? Certainly not 
where I live. Virtually all people I know 
are aghast at Hongkong Governor Chris 
Patten's preposterous pharisaism. Having 
botched so badly in Britain's last general 
election, costing his party the mandate in 
such a Tory stronghold as Bath, it's plain 
that Patten is cynically posturing on the 
back of the Hongkong people to help him 
claw back to the British electorate's good 
books. 

As for the rest of the goose's golden 
eggs, they all look like having been divided 
among the British contractors, who've 
bagged the plum contracts for the new air- 
port and port development upgrades. The 
British are merely re-enacting what they've 
practised for centuries in the four corners 
of the world: destroying what they cannot 
plunder. From where I stand, it's Patten 
who, having bagged his egg, is flaying the 
goose alive. 
London A.R.T. KEMASANG 
You seem to think that China has some 
sort of duty to conduct its national interest 
as your EDITORIAL [17 Dec.] would want. 
China fully and formally owns Hongkong. 
The forces behind the Tiananmen Square 
action still motivate China and therefore 
make those actions repeatable. There is no 
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way that China will surrender its national 
interests to the whims and caprices of poli- 
ticians who, as everybody well knows, 
usually end up running their own self- 
serving re-election agendas. 

Chris Patten has much to learn if he 
doesn't yet know that when the east wind 
blows, it's better to button the coat. While 
it is two systems, China remains one cour: 
try. In China's history the digestion oi 
Hongkong will occur with or without 
Hongkong's loot. 
Noosa Heads, 
Queensland 





RICHARD J. F. HUDSON 


Don't call me honey, honey 

Unwittingly, the US Navy's public affairs 
officer at Subic Bay, summed up the kind 
of American attitude that has offended Fili- 
pinos over the years. In TRAVELLER'S TALES 
[17 Dec.], Lieut-Cmdr Al Twyman ad- 
dressed a female reporter as "Honey" 
when she asked if she could go to where 
sailors were saying their last goodbyes. It 
is this familiar attitude of Americans, intér- 
preted by Filipinos as lacking respect, that 
turns off many Filipinos. In many ways, 


` this attitude has characterised Americatis 


dealings with the Philippines over the РА ist 
century. 
Falls Church, Virginia 1. CORONEL VICTOR 





OBITUARY: Dilip Mukerjee 1925-92 . 
Dilip Mukerjee, who was the REVIEW's cor-. 
respondent in India during the 19605 and. 
since then contributed numerous articles 
and opinion pieces to the REVIEW, died in 
New Delhi on 24 December at the age of 
67. Educated in Lucknow, Mukerjee, en- 
tered journalism after an earlier spell in 
advertising and public relations, and soon: 
established himself as a leading politica! 
commentator with major Indian news: 
papers. In 1976 he moved to Kual 
Lumpur to join the newly established Bus: 
ness Times as senior writer, and then sper: 
two years in Washington on research int, 
South Asian security issues. After rejoinir 
The Times of India in 1989 he became edite 
of the leader page, and wrote frequenti. 
on defence and foreign policy..His artic 
— on such issues as India-Pakistan rivalr 
and nuclear weapons control — were 
distinguished for their clarity and detach; 
ment. Mukerjee will be remembered with 
fondness by successive foreign correspond. 
ents and diplomats. in New Delhi for hi 
willingness to share his insights. He is- 
survived by his wife Ann and their two 
children. 




















Letters intended for publication should include 
the writer's name and address. All letters are 
subject to editing for length. 
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; best врт for Vietnam is а gov- 
ernment that is involved as little as 
possible in. the economy," Dang 






-central ‘committee told REVIEW editor L. 
< Gordon Crovitz recently in Hanoi. Dang, 


- who is also director of the Marxist-Leninist > 
-İnstitute and thus keeper of the ideological 


. flame, was reminded that Ronald Reagan 


. used to say that the best government is the 


- government that governs least. Dang leaned 


| forward and said, ^T agree with б. Pengin: This 


“is correct thinking." 


Back when the American publica was 
losing patience with the progress of the 
9 n Indochina, а 1/5 senator, George 
‚ Aiken, had an inspired suggestion. De- 
clare victory in Vietnam, he urged, and 
get out. Turn the clock forward: now that 
|, Vietnam's chief ideologue rushes to 
. agree with Reagan, Washington should 
. declare victory and get back in. The sta- 

ЪШу of Asia that US forces once helped 
‘to assure by confronting communism іп 
i Indochina: жап now be best guaranteed 
iby an America that normalises trade and 
diplomacy to help the Vietnamese fur- 
© ther liberate themselves from their tragic 
past 
16 true that despite economic re- 
< forms, Vietnam remains one of the last 
: z outposts of communist rule. But it is also 
_ true that Vietnam has already met most 
Оо the conditions set out in the Bush ad- 
-. ministration’s "road map" to recognition, 
. including withdrawal from Cambodia, 
letting former US. personnel emigrate 
and resolving American soldiers still 
listed as missing in action. 
22 To American sceptics of a change іп 
policy, we would argue that the greatest 
threat to communist. one-party rule in 
_ Vietnam now is the highly subversive 
effect of trade and opening to the West. 
This is why leaders of many countries in 
the region, including Indonesia, Malaysia 
and Singapore, have strongly urged the 
;US to normalise relations with Vietnam 
сав away to help moderate Hanoi and 
T constructive role in thé region. 















sew erican businesses have com- 
у plain d that they are losing opportuni- 
EI ut the most compelling reason to 


.. development. This is that open markets 
П су; free markets have 
| created middle classes that demand an 
. end to authoritarian rule — witness Tai- 
_ wan, South Korea, Thailand. Our guess 
. is that the same will happen to totalitar- 
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y, a member of the Communist Party 


EDITORIAL 


g America's Vietnam syn indt E 


ian Vietnam. Since the US remains the 
single largest export market for each of 
.the newly industrialising developing 


- countries, only letting Vietnamese trade 


with Americaris can fully empower mar- 
kets to endanger closed politics. 

The: trade embargo served a noble 
function so long as communist ideology 
‘retained even a sliver of credence. But 
when it became clear that the market was 
the far superior mechanism for assuring 
guns and butter, Star Wars and micro- 
chips, the. Soviet empire simply shat- 
tered. The pace of Vietnamese economic 
reforms. — doi moi — quickened when 
Soviet aid disappeared. American dol- 
lars, not Vietnamese dong, have become 
the currency of choice from government 
trading offices down to the street stalls. 
And we note that the communist coun- 
tries that use US trade embargoes to 
block themselves off from the pressures 
of the market have proved the most re- 
silient: North Korea and Cuba. 

Asia would interpret American re-en- 
gagement with. Vietnam as a sign of its 
broader commitment to this region. de- 
spite the inevitable scale-down of US de- 
fences. Asia recognises its own interests 
in an involved America — including an 
America involved in Vietnam. Ав Singa- 
pore's minister of defence, Yeo Ning 
Hong, noted in a recent speech, any re- 
duction of the American presence could 
"create a vacuum with potentially 
destabilising results, prompting coun- 
tries like China and Japan to build up 
their armed forces." 

Preserving the new prosperity of Asia 
means preserving the stability that 
makes it possible. The alternatives to a 
strong America simply do not exist. 
Japanese forces merely as part of a UN 
peacekeeping team in Cambodia has 
been controversial. The likely beneficiary 


7 of a diminished American role would be 


China, whose military ambitions in the 
South China Sea already worry. neigh- 
bours. Indeed, the debate in the upper 
reaches of Hanoi's policymakers is 
whether to side with China or with the 
West; which should welcome Vietnam as 
a wedge against Chinese expansionism. 

Vietnam wants American recognition 
for its own reasons, despite its rulers 
knowing full well trade's threat to totali- 
tarianism. Hanoi could make normalisa- 
tion with America easier for the presi- 
dent by moving to normalise relations 
with its own people. Jubilee Campaign, 
a Laden based rights. group, has docu- 
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mented 49 Vietnamese religious prison- € 


ers by name, and America’s Puebla Insti- 


tute points to this year's sentencing ofDr . 
Nguyen Dan Que to 20 years in prison | 
for the “crime” of: calling for better ad-. 
herence to human rights. Their release | 
would certainly | give the president a bet- z 
ter case to present to his public. 2 
As with the war itself, the final peace 

















and precipitated the fall of Saigon wasa _ 
lack of public support for an Ш-Чейпей | 
foreign policy that became eve weaker S 
once the Nixon administra | 


tate the fall of Saig m,domesticconcerns — 
again threaten to jeopardise the clear for- |. 
eign-policy interests of what is now the 
world's undisputed superpower. | 









that will almost certainly divi 

the American people and paral 
US policy if it is left to Bill Clinton 
move towards recognition of Hanoi. Th 
recent decision by the Bush administra 
tion to allow American firms to enter into 
contracts with Vietnam implies that rec- > 
ognition is a matter of time. Still, old = 
wounds will open if the final resolution. i 
is left to a president who demonstrated —. 
against his government abroad while fel- 
low Americans who did not escape the - 
draft were dying in Vietnam; if only - 
Nixon could go to China, perhaps onlya 
war hero such as Mr Bush can extenda 
hand to Vietnam. 

Mr Bush has it within his power t 
do the one thing Mr Clinton cannot do 
put the Vietnam issue behind America 
We hear that the president is contemplat 
ing a series of key foreign polic 
speeches before he leaves office, one o 
which would be on Vietnam. He recently | 
pardoned those involved in the Iran- . 
Contra affair so that America will ente 
the Clinton presidency unencumbered. 
by tired old debates that prevent the US. 
from assuming a leadership role thai 
many in Asia would welcome. Мг. Bush 
entered the presidency promising to end 
the Vietnam syndrome of national pess 
mism and self-doubt. It would be en 
tirely fitting for one of President Bush's — 
final acts to be declaring an end to фе — 
American war with Vietnam by recog- 
nising that even its one-time enemy m & 
be part of the new r post-Cold War огде E 


B у this we mean the bitter debate aD 
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WHERE TO PUT YOUR MONEY, our 

- regular review of personal finance, 
looks ahead to the Year of the 
Rooster and. asks whether it will 
prove as cantankerous for investors 
as 1992 was. The REVIEW’s panel 
of four top institutional investors 
think it will be difficult to know 
when to buy and sell, and to bet 

© When interest rates may fall, 

both in Asia and Europe. The 

regular round-up of the performance 

of offshore investment funds 

over the past five years finds three 

equity funds that gave a retum 


Sm exceeding 50% since December 


1991. Finance correspondent Henny 

Sender explains how a top Hongkong 

fund manager picks his stocks and 
asks whether the Tokyo stockmarket 

_ has turned the corner. Finally, we 

lish our off-beat list of how much 

7 goods and services cost around the 

. region 29 


` Cover illustration by Yuen Tai Yung. 


ngkong : China Cools Down 
Peking has refrained from making 
its usual denunciations of Governor 
_ Chris Patten. Some see tentative 
signs of a behind-the-scenes 
attempt to resolve Sino-British 
: differences 8 










INTELLIGENCE 


Clubbing Together 
Тһе Thai authorities have asked the 
French Government to help them train 
"their riot police in “non-lethal” ways of 
dealing with civil unrest. Given the 
bitter lessons learnt from the bloody 
< events of May 1992, the present Thai 

^: Government is eager to prevent the 
‘army from having any role in 
controlling future street demonstrations, 
French sources say. French riot police 
have decades of experience in handling 
often violent demonstrations by students 
апа farmers. 


Poor Boy 
Тһе elusive Khmer Rouge leader Pol Pot 


US : Clinton Cabinet 

While Asian observers in Washington 
are reassured by the maturity and 
experience of the Clinton cabinet, they 
are concerned by its lack of specific 
expertise on Asia 10 


China : Lost in Space 

Recriminations fly after ап Australian 
satellite launched by a Chinese rocket 
fails to work 11 


Taiwan : КМТ Setback 

The ruling Kuomintang performs 
poorly in an election which 
reveals sharp differences of view 
on Taiwan's future relations with 
China 14 


Australia : Liberals Backtrack 

The leader of the opposition Liberal 
Party revises an economic recovery 
package after public opinion polls 
disclose a sharp drop in his support 
ratings 15 


Manchuria-Siberia : Border Contacts 
Trade between Manchuria and the 
Pacific coast region of Siberia is booming 
but a growing influx of Chinese workers 
is starting to cause frictions on the 
Russian side of the border 16 


Japan : Aids 

Public ignorance and official 
complacency hamper efforts to slow the 
spread of Aids 18 


Singapore : Politics 
Premier Goh openly differs with Senior 


has become father of a second child — a 
son, according to a Khmer Rouge 
defector. Several years ago Pol Pot, 64, 
married a young Khmer Rouge cadre 
and they had a daughter. His first wife, 
Khieu Ponnary — who is also the sister- 
in-law of Pol Pot's right hand man Ieng 
Sary — was committed to a mental 
asylum in China more than 10 years 
ago. 


On Target 


Chinese sources in Peking have 
confirmed China's sale of M11 tactical 
surface-to-surface missiles to Pakistan. 
News of the transfers was first reported 
in the US media during November, 
based on information provided by US 
intelligence agencies that had detected 
the missiles being unloaded from 
Chinese ships in Pakistani ports. The 
M11 sale threatens to sour Sino-US 
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Minister Lee Kuan Yew 20 


South Korea : Kim's Win 

Kim Young Sam's victory in the 18 
December polls is expected to 

usher in an era of political reforms 
intended to strengthen the country's 
still-maturing democratic >” 
institutions 21 

Divide and rule 22 


New Zealand : Nuclear Fears. 

Despite the reassuring findings of an 
expert report, New Zealand is likely to 
maintain its ban on visits by nuclear- 
powered vessels to the country's 

ports 22 i: 


Arts & Society | | | 


Malaysia : Environment | 
Plundering of coral reefs threatens | 

Tioman and other Asian tourist 
centres 24 


US-Vietnam : Economic Relations 
President Bush's decision to ease 
Washington's embargo against Hanoi. 
has resulted in a scramble by US firms. 
to set up shop in a largely unexploited . 
market 48 

American businessman digs in 

early 50 
























> Indonesia : Industry 
The backers of the Chandra Asri 
petrochemical project avoid a shutdown '. 
by going offshore, on paper 50 1 


relations, as Peking had promised 
Washington in 1991 that it would 
observe the Missile Technology Control | 
Regime — which is intended to preven 
the sale of missiles such as the 300- 2 
kilometre range M11. 


Scoring Points 


French Foreign Ministry sources say law. 2 
enforcement agencies from a number of | 
countries have met to discuss a global 
strategy in the war against drugs. Under 
this informal agreement, the US has 

been put in charge of operations in Latin 
America, France in Africa, Germany in 
the Pakistan-Afghanistan "Golden 
Crescent" and Japan in the Burma- d 
Thailand-Laos “Golden Triangle." Only $ 
Japan has voiced some dissatisfaction 
with the arrangement, as the country has 
no serious problem with drugs other 

than locally produced amphetamines. 


227 JANUARY. 1998. 








Region : Economic Relations 
Enthusiasm appears to wane for the 
‘growth triangle’ connecting Malaysia's 
Johor state and Indonesia’s Riau 
province to Singapore 54 

South Korea-US : Trade 

Trade officials are rushing to finalise an 
accord that would closely link the 
countries’ chip industries 56 
Japan-South Korea : Industry 

The chip-making arms of Toshiba 

and Samsung form a unique 

kind of memory-technology 
arrangement 57 


Japan : Finance 


The government begins to dismantle 
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Where, oh where, to put money (29). 


However, as one Japanese source put it: 
^We have to demonstrate to the world 
community that we are willing to 
cooperate with international initiatives 
such as this one." 


Trojan Horse 


In an attempt to broaden its 
acceptability and deepen the ranks of its 
leadership, Chamlong Srimuang’s 
Palang Dharma party has attempted to 
recruit popular family planning and 
Aids campaigner Mechai Viravaidya as 
a future party leader. Palang Dharma 
offered Meechai, who was also a 
minister in the unelected government of 
Anand Panyarachun, the deputy 
governorship of Bangkok if he would 
join the party. The party also tried to 
recruit Anand himself, until the former 
prime minister personally and 
categorically turned Chamlong down in 
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the barriers between banks and 
brokerages 58 


Japan : Budgets 
The Ministry of Finance opts for 
cautious fiscal policy 59 


Thailand : Finance 

Regulators hope to end the casino- 
like atmosphere on the Stock 
Exchange of Thailand with an OTC 
market 60 


Asean : Trade 
A 15-year scheme to create a free-trade 
area begins with tariff cuts 61 


Malaysia : Companies 
Stock analysts are sceptical about the 
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November. Mechai is not thought to be 
interested in joining the party since 
Anand's rejection. 


Hanoi Mall 


More than 100 elderly Vietnamese 
revolutionaries have sent a letter to the 
communist party protesting at Hanoi's 
decision to allow a Singaporean 
company to tear down the dilapidated 
Hoa Lo prison used to hold US 
prisoners during the Vietnam War and 
build a hotel and shopping centre on the 
site. The revolutionaries, many of whom 
were detained in the jail during the war 
of independence against France, want 
the prison to be maintained as an 
historical monument. The jail 
nicknamed the “Hanoi Hilton" by 
American captives held there during the 
war — currently houses thousands of 
short-term prisoners awaiting trials, 
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ability of a small construction firm to 
manage a huge project in Iran 61 


Hongkong : Finance 

A Malaysian businessman is to stand 
trial for fraud, nine years after the 
collapse of the Carrian property 


group 62 
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most of them in squalid and 
overcrowded conditions. 


Well-read Mole 


Hanoi's security agencies have mounted 
an investigation to find out who leaked 
a detailed list of 263 Vietnamese political 
prisoners to Radio Irina, a dissident 
radio station broadcasting to Vietnam 
from Moscow. Officials admit that the 
list, broadcast over several days in mid- 
December, provided surprisingly 
accurate details about the names of the 
prisoners, their sentences and the jails in 
which they were being held. Radio Irina, 
founded by a Russian woman who 
formerly worked for the Vietnamese- 
language service of Radio Moscow, 
carries interviews with disenchanted 
Vietnamese and broadcasts programmes 
promoting democracy and human rights 
in Vietnam. 


REGIONAL 
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HONGKONG 


Silent Night 


China and Hongkong may be seeking a compromise over Governor 
Patten's political-reform proposals. The political atmosphere has 
improved, with China toning down its denunciations of Hongkong. 


By Tai Ming Cheung in Hongkong 





hina gave Hongkong a welcome 

Christmas gift, squelching its pub- 

lic denouncements of Governor 

Chris Patten and his political-re- 
form proposals. But analysts were unsure 
whether the Chinese might suddenly take 
back their gift. 

Even if Peking resumes its attacks, as 
widely expected, there are tentative signs 
that China and Britain may be 
manoeuvring behind the scenes in a bid to 
find a way out of the impasse. 

In addition, China has appeared to back 
away from suggestions that it might estab- 
lish an alternative power centre opposing 
the colonial government. Peking also 
seems to be relaxing its opposition to pro- 
China groups offering counter-proposals to 
Patten's plan — a move that precluded any 
compromise. 

Only time will tell whether Peking is 


engaged in a genuine attempt to prepare 
the ground for concessions or whether it is 
just trying to mollify Hongkong and inter- 
national — particularly US — opinion. 
Some analysts see recent Chinese moves as 
a tactical retreat while Peking positions it- 
self to get what it wants from the Legisla- 
tive Council (Legco), which must approve 
Patten's proposals. 

"The current calm is more like the eye 
of a hurricane," said one Western diplo- 
mat. "The Chinese are saving up their 
hardest-hitting ammunition to see which 
way the Legco vote goes. Peking's bottom- 
line is not compromise but Patten's uncon- 
ditional surrender." 

Whatever the reasons, hints of a thaw 
came during a mid-December trip to Pe- 
king by members of the pro-China Demo- 
cratic Alliance for the Betterment of Hong- 
kong. The delegation met senior Chinese 
officials responsible for overseeing Hong- 
kong and foreign affairs, including Foreign 


FAR EASTERN ECONOMIC REVIEW 


Minister Qian Qichen, and the director of 
the Hongkong and Macau affairs office, Lu 
Ping. 

Alliance chairman Tsang Yok-sing 
found the atmosphere in Peking more op- 
timistic and relaxed than he had expected. 
"Before the trip, I had believed that China 
was making preparations for a complete 
breakdown in relations, including the es- 
tablishment of a shadow administration," 
he said. "But our visit found that Chinese 
officials are quite confident that some form 
of cooperation will resume with Britain in 
the near future." 

According to Tsang, "Qian indicated 
that there had been some change in the 
British attitude, although he declined to 
elaborate on the details." 

This has led to speculation that China 
and Britain may have entered into a confi- 
dential dialogue to resolve their differ- 
ences. But Chinese, British and Hongkong 
officials have strongly denied that such dis- 
cussions are taking place, and Patten has 
promised that there would be no secret 
deals struck between Peking and London 
over Hongkong. 

Nonetheless, diplomats and well-placed 
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political analysts in Hongkong believe that 
some form of confidential dialogue be- 
tween London and Peking is in the offing. 
Hongkong Government officials have said 
that informal discussions may be held fol- 
lowing the submission of Patten's propos- 
als to Legco shortly after the lunar new 
year break in late-January. 

Qian and British Foreign Secretary 
Douglas Hurd are scheduled to meet in 
Peking in March to discuss the state of 
Sino-British ties, particularly the develop- 
ment of Hongkong's planned new airport. 
A wrangle over the costs of building the 
airport has become a serious irritant in 
Sino-British relations. 

As part of a memorandum of under- 
standing signed in 1991, the two countries' 
foreign ministers meet every six months to 
review progress over the airport negotia- 
tions. It would also be an important oppor- 
tunity for the Chinese and the British to 
discuss their differences over Hongkong's 
political development, especially as Peking 
has made known its wishes to bypass 
Patten and talk directly with London. 

Chinese officials continued to empha- 
sise that they would stand firm and not 
negotiate on the Hongkong governor's 
package. But they seem to be relaxing their 
staunch opposition to any modification of 
the Patten proposals by people in Hong- 
kong. According to Tsang, Chinese officials 
“said they saw some proposals put for- 
ward as being more compatible with the 
Basic Law," the mini-constitution for the 
future Hongkong special administrative 
region (SAR). 

Of the 20 counter-proposals that the 
Hongkong Government has received, Pe- 
king may be intrigued by the ideas put for- 
ward by political groups that have sup- 
ported of Patten. 

For instance, the liberal Hongkong 
Democratic Foundation is calling for a sig- 
nificant curtailment in the number of vot- 
ers eligible to elect nine new Legco func- 
tional constituency seats, one of the key el- 
ements of Patten's proposals for modest 
democratic reform. The governor has 
sought to drastically broaden the voting 
franchise of the functional constituencies; 
voting currently is limited to professional 
groups, trade unions and other prominent 
business associations. 

Another liberal group, the Association 
for Democracy and People's Livelihood, 
rejected Patten's plan for a committee com- 
prising elected members from local district 
boards to choose the future Hongkong 
SAR's chief executive. Instead, the associa- 
tion believes the committee should be 
based more closely on the model laid down 
in the Basic Law, in which voters of the 
functional constituencies would choose 
committee representatives. 

However, Hongkong's Secretary for 
Constitutional Affairs, Michael Sze, said 
the governor's reform package is unlikely 
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to be amended to incorporate these alter- 
native proposals before it is submitted to 
Legco for deliberation. 

Even so, the alternative proposals have 
not escaped Peking's attention and may 
have played a role in softening its position. 
"Some time ago, China was suspicious that 
Patten was urging Legco members and 
other political and professional groups to 
offer counter-proposals to provide a lad- 
der for him to climb down," said Tsang. 
"This attitude has changed." 

As a result, Tsang said that his group 
would consider playing a more active po- 
litical role. Analysts believe that political 
groups such as the Democratic Alliance 
could help to bridge the gulf between the 
Chinese and Patten. 

Peking has signalled a less confronta- 
tional stance in other areas, particularly 
over the establishment of an alternative 
power centre. In November, the State 
Council announced that all agreements 
signed by the Hongkong Government 
would require Peking's approval after the 
colony's handover to 
China in 1997 or might 
otherwise be considered 
invalid. That prompted 
speculation that China's 
next step would be to es- 
tablish a shadow govern- 
ment and turn the colonial 
administration into a 
powerless entity. 

Senior Peking officials 
even indicated to visiting 
pro-China supporters that 
they were drawing up 
contingency plans to es- 
tablish an alternative 
power centre, possibly in 
Shenzhen, if Legco ap- 
proved Patten's propos- 
als. But according to 
Tsang, China appears to 
have had a change of 
heart shortly before his 
association's trip, which 
began on 21 December. 

Other Hongkong 
groups that visited China earlier in Decem- 
ber said they had been told that Peking 
had worked out plans on the organisation 
of a shadow administration. But when 
Democratic Alliance members asked Lu 
about such an institution, he said that 
China had no intention to set up such a 
body even if it felt that the Hongkong and 
British authorities had reneged on the Ba- 
sic Law. 

Lu, however, did mention that a con- 
sultative committee could be formed to 
collect public opinion and help pave the 
way for the establishment of the future SAR 
preparatory committee in 1996. Democratic 
Alliance members noted that Lu referred 
to the committee more as a vague proposal 
than a firm policy decision. 
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Lu eases concerns over 
contracts bombshell. 


The lull in the Sino-British confronta- 
tion saw Hongkong’s skittish business con- 
fidence begin to firm up once more follow- 
ing the battering it took after Peking's con- 
tracts bombshell. The Hang Seng index, 
which plunged more than 1,000 points to 
below 5,000 in early December, had gradu- 
ally clawed its way back up to more than 
5,500 by the end of December. 

Chinese officials were surprised by the 
furore over Peking's remarks concerning 
contracts. The message was directed pri- 
marily at major projects, such as the new 
airport or construction of a new container 
terminal. 


Nonetheless, the ambiguity of the an- | 
nouncement led many to believe that the | 
need to obtain Peking's approval covered . 
all contracts and franchises extending be- - 


yond 1997. Lu told the visiting Democratic 
Alliance that China would offer clearer ex- 
planations on any future statements to 
avoid undermining business confidence. 
That certainly would come as a wel- 
come development to Hongkong's battle- 
hardened investors, who 
remain wary of China's 
savage temper despite 
the current political res- 
pite. The Hongkong 
stockmarket suffered a 
temporary setback in 
mid-December when the 
New China News 
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commentary that singled 
out one of the colony's 
largest business con- 
glomerates, Jardine 
Matheson, for backing 
Patten's proposals. 

The commentary 
noted that the company 
— which was not named 
directly — had made its 
fortunes by selling opium 
in China in the 19th cen- 
tury and had moved its 
domicile outside of 
Hongkong in 1984. "It 
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adopts an anti-China at- 


titude to undermine the smooth transition 
in Hongkong," the commentary said. 

The attack was a classic Chinese effort 
aimed at dividing and picking off oppo- 
nents selectively. Not surprisingly, then, 
Chinese officials quickly reassured the rest 
of the business community, including Brit- 
ish companies, that they were safe — pro- 
vided they respected the Basic Law and 
other relevant measures. 

Shares in Jardines group companies 
plunged in the wake of the attack and ana- 
lysts wondered whether the company 
could continue to remain in the colony af- 
ter 1997. Business analysts said that after 
the broadside against Jardines, there were 
few other obvious candidates that Peking 
might target. " 
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UNITED STATES 


Problem of balanee. 


Clinton cabinet short on Asian expertise 





By Susumu Awanohara in Washington 


aving promised that his adminis- 
H tration would "look more like 

America," president-elect Bill 
Clinton had to achieve a correct mix of sex, 
race and point of view even while trying to 
find the best-qualified person for each top 
job. He may have succeeded, but not with- 
out at least one casualty — expertise on 
Asia. 

Although Asian experience may be 
lacking, Washington observers from the 
region have been reassured by the number 
of well-established and familiar figures in 
key places on both the foreign policy and 
economic teams of Clinton's cabinet. Most 
of the appointees must still be confirmed 
by the Senate, but the initial reaction of 
Asian diplomats was a sense that they 
can count on the Clinton administration 
to be judicious and to avoid making 
abrupt or surprising moves. 

The possibility that Asia will be ne- 
glected, however, is a continuing con- 
cern. And on the economic side, the ex- 
istence of those who advocate greater 
government activism in opening up for- 
eign markets is an additional worry. 

Clinton's aides explained that the 
choice of foreign policy and economic 
teams reflected the president-elect's de- 
sire to make sure he can win bipartisan 
support for his foreign policies and have 
his economic programmes approved by 
Congress quickly. 

What is striking about the foreign 
policy team is the dominance of 
"Carterites" — those who served in the 
administration of the last Democratic 
president Jimmy Carter (1977-81) — to 
the exclusion of other groups which also 
offered ideas and vied for positions. 

Clinton chose his transition director, 
Los Angeles lawyer, Warren Christo- 
pher, to head the State Department, and 
named chairman of the House of Repre- 
sentatives Armed Services Committee Les 
Aspin to fill the Defence portfolio. Clinton 
called Christopher "a person of unparal- 
leled judgment,” and said Aspin had “а 
broad vision of our military needs." 

Anthony Lake, a professor of interna- 
tional relations at Mount Holyoke College, 
was selected as Clinton's national security 
adviser, and Samuel Berger, a Washington 
lawyer, was picked as Lake's deputy. Lake 
and Berger played key roles in shaping 
Clinton's foreign policy agenda during the 
presidential election campaign. The top CIA 
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job went to R. James Woolsey Jr, a lawyer 
and former undersecretary of the navy and 
arms negotiator. In addition, academic and 
think-tank chief, Madeleine Albright, was 
made UN ambassador with cabinet rank. 

Of these, all but Aspin served in the 
Carter administration. Christopher, Lake 
and Berger worked in Carter's State De- 
partment, respectively as deputy secretary, 
director and deputy director of policy plan- 
ning, under secretary of state Cyrus Vance. 
Vance's group was known for its willing- 
ness to negotiate with Moscow, in contrast 
to the more hawkish group led by then 
national security adviser Zbigniew 
Brezezinski. 

An expert who knows the Carterites 
well says that the Vance-Brezezinski stand- 
off centred on Eastern Bloc policy and that 





Clinton plays it safe. 


it would be wrong to characterise the 
Vance group as generally "dovish," "lib- 
eral" or "idealistic," as is often done. 
Clinton disputed the idea that he was 
naming a team of "Carter retreads" who 
may not be able to implement his cam- 
paign promises of change. "I don't think 
that you can make change . . . unless you 
also know what needed to be maintained," 
he said. Despite this, experts express the 
concern that the world has changed radi- 
cally since Carter was president and that, 
as one former Carter official who is not 
part of Clinton's foreign policy team put it, 
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"Tony Lake aside, there aren't [any] peo- 
ple who have been thinking hard about the 
future of the world." 

On the economic side, two key jobs 
went to respected legislators. The influen- 
tial Senate Finance Committee chairman, 
Sen. Lloyd Bentsen, was appointed as 
Treasury Secretary while House Budget 
Committee chairman and "fiscal hawk," 
representative Leon Panetta, was chosen as 
the next director of the Office of Manage- 
ment and Budget, which oversees the fed- 
eral budget. These choices were welcomed 
by many as reflecting Clinton's determina- 
tion to work with Congress, boost busi- 
nesses through investment incentives and 
grapple seriously with the ever-growing 
federal budget deficit. 

But "this is not a group ideologically 
committed to the market or to free trade," 
says Columbia University economist Hugh 
Patrick. Some orthodox economists, as well 
as Asian diplomats, are worried about Uni- 
versity of California economist Laura 
Tyson, the designated chairman of the 
Council of Economic Advisers, who is for 
“managed trade.” 

Tyson professes that the US ought to 
take tough counter-measures when for- 
eigners resort to unfair trade practices. 
She advocates the renewal of the lapsed 
Super 301 provision of the trade law, 
requiring the administration to retaliate 
against unfair traders. With a great deal 
of support for a Super 301 renewal in 
Congress, and with Clinton himself 
promising it during the election cam- 
paign, the controversial provision could 
become law again soon. 

Many Asian diplomats were relieved 
when, on 24 December, Clinton selected 
another Los Angeles lawyer and chair- 
man of his election campaign, Mickey 
Kantor, as US Trade Representative 
(USTR). The fear was that Clinton might 
appoint a well-known trade hawk, such 
as former trade official Clyde 
Prestowitz. 

Although Clinton chose most of his 
economic team on 10-11 December, he 
could not decide on the USTR — a key 
appointment for Asians — until after 
Christmas. Part of the reason was the 
stiff competition between Prestowitz, 
who wants Clinton to be tougher with 
Asian countries, and the less militant Paula 
Stern who, as chairman of the International 
Trade Commission, often opposed protect- 
ing domestic industries from imports. 
Kantor is considered a compromise be- 
tween the two. 

With the economic team now in place, 
Asia, and particularly Japan, should prob- 
ably prepare for a tougher trade stance 
from Clinton’s administration. But this 
may not be bad for Asia. “In the long run, 
the world benefits from the US doing bet- 
ter. A healthier economy will be a less 
scapegoating economy,” says Patrick. юш 
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CHINA 


Blasting off _ юз 9 


Peking reacts to criticism after failed space launch 





3y Michael Westlake in Hongkong 





t could be a Christmas mystery story 

with a sting in the tail. Lost in space: 

one US-built, Australian-owned, Chi- 
nese-launched communications satellite 
worth nearly US$140 million. In fact, the 
satellite — or at least bits of it — is not 
really lost as the bits have been located by 
'adar. The problem is that it will not an- 
wer to its name, Optus B2, or communi- 
zate with anyone. 

Replacing Optus B2 is not a problem as 
ts US builders, Hughes Space and Com- 
nunications Co., have already set in mo- 
ion assembly of another of its 7.7-tonne 
15601 satellites, which could be ready for 
aunching in about 18 months. Nor is its 
oss likely to be more than an inconven- 
ence to its owners, Australia's Optus Com- 
nunications, formerly known as AusSat. 

The satellite was insured, and was to 
yave been stored in space until its capacity 
was needed to replace another, older satel- 
ite. As a result, the existing four satellites 
serving Australia and New Zealand, as 
well as a trans-Tasman Sea optical-fibre 
sable, should be able to handle the traffic. 

But finding out what happened to 
2ptus B2, and who should take the respon- 
sibility for its failure, is another matter. At 
ace value there are only two possible can- 
lidates: Hughes and the Chinese Academy 
x Launch-Vehicle Technology, which de- 
signed and assembled the Long March 2E 
‘ocket and launched it from the Xichang 
ipace centre in Sichuan province. 

Immediately after the apparently suc- 
'essful launch at 7:20 p.m. on 21 Decem- 
yer, there was much mutual congratula- 
ion. There was also considerable relief. 

On China's part, some of the relief came 
»ecause its space officials are still smarting 
rom the embarrassment of an aborted 
aunch of another Australian satellite, 
Әрі B1, in March 1992. On Hughes’ part, 
отте of it was because a late change of 
wo electronic components in the satellite _ 
»rompted by problems discovered in labo- 
ratory testing of similar parts in the US — 
лаа caused the launch to be postponed 
rom 10 December. 

But about three hours later, when Optus 
officials expected to hear signals from the 
satellite, there was silence. And repeated 
*fforts to contact the satellite ended in fail- 
ire. 

Chinese officials immediately dis- 
‘laimed any responsibility, saying their job 
лай been merely to put the satellite into 
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It wasn't me, it was them. 


orbit and this had been done. The China 
Great Wall Industry Corp., which had or- 
ganised the launch, celebrated with a ban- 
quet the next evening in Peking at which 
no mention was made of the satellite's loss. 
China's Ministry of Aerospace Industry 
said the problem lay with the satellite, not 
the rocket. 

China's state-run television station re- 
ported that the launch had been a com- 
plete success, and two days later newspa- 
pers announced cash awards to various 
Chinese scientists involved in the mission 
— again with no mention of Optus B2 be- 
ing missing. 

On 24 December, Hughes announced 
that a study of videotapes of the launch 
had found evidence of what might have 
been a small explosion about 48 seconds 
after the rocket blasted off, but added it 
was not known whether the explosion was 
in the satellite or the rocket. The company 
also said radar images showed what could 
be satellite debris and part of the rocket's 
nose-cone in an elliptical orbit about 192 
kilometres from the earth at its closest 
point and 960 kilometres at its furthest. 

A China Great Wall official used the 
statement to repeat the claim that the Long 
March 2E had not caused the problem, say- 
ing there was no such thing as a small ex- 
plosion in a rocket. Other officials, as well 
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as foreign insiders present at the launch, 
said the rocket had transmitted correct sig- 
nals to the launch site for the full 11 min- 
utes needed to reach the proper orbit and 
separate from the satellite. 

In this regard, at least, the Chinese have 
a point. The Chinese claim that the satellite 
was released into an orbit of 203.8 kilome- 
tres at its closest point and 1,043.8 kilome- 
tres at its furthest, well within the target 
figures of 200 kilometres (plus or minus six 
kilometres) and 1,040 kilometres (plus or 
minus 12 kilometres) respectively. 

These figures are not wildly different 
from the Hughes radar-derived data — 
and no one yet knows what happened af- 
ter the payload was released and should 
have started using its built-in rocket motor 
to shift from the elliptical "transfer" orbit 
to its planned final circular, geostationary 
orbit above the equator. 

China’s anxiety to be proved right is not 
merely because of its televised embarrass- 
ment in March, when the countdown was 
followed by a large puff of orange smoke 
which cleared to reveal the rocket still sit- 
ting on the launch pad. In fact, though 
Chinese officials were mortified by this fail- 
ure, industry pundits say the event proved 
the system worked as the emergency sys- 
tems shut down the rocket’s engines after 
detecting a problem just after they had 
started firing. The launch was completed 
successfully in August. 

More to the point is China’s worry 
about damage to its image as one of only a 
few countries capable of entering the com- 
mercial satellite-launching business. The 
US and France previously had all the busi- 
ness until China entered the market in 1990 
when it launched Asiasat 1. The US and 
France are also the principal manufactur- 
ers of commercial satellites, and have used 
export-controls against China to prevent it 
continuing to undercut launch-prices. 

For example, the charge for launching 
the two Optus satellites was US$35 million 
each, or about half the market rate before 
China entered the business. China argued 
that such pricing was necessary to promote 
itself in the lucrative market, but under- 
took to raise its prices — something it was 
obviously happy to do if it could assure 
potential clients of its reliability. 

However, with the ending of the Cold 
War, Russia is a potential new player with 
a huge amount of experience in rocketry 
and in launching satellites. It is also hun- 
gry for money — so hungry that it may 
well undercut even China’s current prices. 

As a result, and despite the obvious 
point that launching satellites is a high-risk 
business in which the other players have 
had a long series of failures at various 
times, China is ultra-sensitive about its im- 
age with potential customers. After two 
successes, albeit in three attempts, it is des- 
perate not to have a failure on its brief 
scorecard. в 
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Hanoi-Seoul ties dA 
Vietaàm and South Korea ^ 
established full diplomatic 
relatioyjs‘during the visit of * 
Foreigit Minister Lee Sang Оск 
to Hanoi in late December. 
Hanoi — partly out of 
deference to its ideological 
allies in Pyongyang — had 
long delayed establishing 

· formal relations with Seoul, 
despite growing economic ties. 
North Korea, apparently 
angered by Vietnam’s recent 
courtship of South Korea, 
abruptly cancelled a mid- 
December visit to Pyongyang 
by Vietnamese Defence 
Minister Doan Khue. Vietnam 
and South Korea had 
established liaison offices in 
each others capitals in mid- 
1992. 


% 


Qian retaliates. 


CHINA 
French to shut mission 


China gave France one month 
from 23 December to close its 
consulate in Canton in 
retaliation for the sale of 60 
Mirage 2000-5 fighter aircraft 
by French companies to 
Taiwan. The French 
Government, which had not 
publicly confirmed the sale, 
indicated it had no plans to 
retaliate against China for the 
closure. The move follows 
recent reports of a planned 
Sino-French financial protocol 


12 


"M 
4 


= 
> 
2 
x 
2 
i 
E 
з 
= 
> 
* 
v 





BRIEFING 





involving investments in 
China worth Ffr 640 million 
(US$120 million). Chinese 
Foreign Minister Qian Qichen 
also said the French arms deal 
was different from the US' 
September sale of 150 F16 
fighters to Taiwan because the 
three Sino-US joint 
communiques make US 
weapon sales to Taiwan 
“permissible” within a limited 
period of time. 


US resumes arms sales 


The Bush administration 
announced on 22 December 
that it would lift a ban on sales 
of military technology to 
China enacted after the 1989 
Tiananmen massacre. The 
move paves the way for 
conclusion of four long- 
suspended US military sales, 
including avionics for Chinese 
F8 fighter aircraft, artillery- 
locating radar, anti-submarine 
torpedoes and a munitions 
production line. 


INDIA 


Neutral Ayodhya 


Prime Minister P. V. 
Narasimha Rao's cabinet 
decided on 27 December to 
have the central government 
acquire the disputed religious 
site at Ayodhya, where the 
demolition of the Babri 
mosque by Hindus on 6 
December led to nationwide 
riots and the subsequent loss 
of more than 1,200 lives. The 
government said two separate 
trusts would be formed to 
construct both a mosque and a 
Hindu temple on the land. 


PHILIPPINES 
Rebels in peace move 


Fugitive former army officer 
Gregorio Honasan and six 
other leaders of the military 
rebel organisation that 
launched abortive coups in 
1987 and 1989 signed a 
preliminary agreement with 
the government's National 
Unification Commission on 23 
December that paves the way 
for the convening of formal 


peace talks on 11 January. 
Under the accords, Honasan 
and other members of 
Rebolusyonaryong Alyansang 
Makabansa (or Nationalist 
Revolutionary Alliance) agreed 
"to suspend hostilities," 
defined to include the military 
rebels’ freedom from arrest. In 
a gesture of sincerity to the 
rebels, the armed forces on 24 
December released from 
military prisons three generals 
and 40 other officers and 
soldiers allegedly involved in 
coup attempts. 





HONGKONG 


Clinton speaks 


US president-elect Bill Clinton 
linked Hongkong to the 
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problems the US is having 
with China in the areas of 
human rights and weapons 
proliferation. Asked how he 
would deal with China at a 
news conference on 22 
December, Clinton said: ^I will 
do my best to negotiate and to 
be firm and [move] forward." 
Pointing to China's growing 
trade surplus with the US, 
which he put at US$15 billion, 
Clinton said: “That should 
give us some ground for 
serious discussion about what 
kind of world we want to live 
in...the kind of freedom the 
people of Hongkong are going 
to have, what kind of freedom 
the people of China are going 
to have." 





JAPAN 
Indictment dropped 


Tokyo prosecutors announced 
on 22 December that they did 
not plan to indict former 
Liberal Democratic Party (LDP) 
vice-president Shin Kanemaru 
for distributing part of a Y500 
million (US$4 million) illegal 
donation from the Tokyo 
Sagawa Kyubin trucking 
company among fellow 
politicians. Prosecutors said 
the means by which the 
money was distributed was 
within the bounds of the 
Political Funds Control Law. 
LDP Secretary-General Seiroko 
Kajiyama said on the same 
day that the party had ended 
its own internal investigation 
of the Sagawa affair. 
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hen I got out of prison, 11 

months after the 1989 Tianan- 

men tragedy, "paramount 

leader" Deng Xiaoping's pres- 
tige, internationally and domestically, was 
at a low ebb. But even then, I was con- 
vinced that it was wrong to condemn him 
simplistically as a butcher or assassin. It 
was clear that Deng could rehabilitate his 
historic image and get China back on track, 
if only he would repudiate his ruinous 
"anti-peaceful evolution" line and press 
ahead with "reform and opening." 

These ideas were hardly popular at the 
time. І found myself condemned every- 
where: by democracy activists as a "sell- 
out" and by authorities as a "bourgeois lib- 
eral." But, as it has turned out, Deng has 
been pursuing precisely this course from 
the start of 1992, when he unleashed his 
whirlwind of reform. 

As a result, his stock has shot up both at 
home and abroad. So now what? For the 
present it seems that Deng is determined 
to pursue a line of neo-authoritarianism, 
combining a free economy with a firm grip 
on political expression. 

In the first few years of Deng's ascend- 
ancy, the dilemma was not so starkly 
posed. While cheer-leading for economic 
development, he could still afford to flirt 
with political reform. But each time he 
raised [the slogan of economic reform], it 
brought on a cycle of political activism by 
students and intellectuals. And each time 
the liberals over-reached, the result was a 
hardline backlash. 

In the end, Deng came to see political 
reform as an obstacle, rather than an ad- 
junct, to economic development. This view 
was reinforced by the Soviet debacle. After 
June, 1989, he had no avenue of retreat. If 
he allowed free debate, he would quickly 
be called to account for Tiananmen. Better 
to adopt a neo-authoritarian "East Asian" 
model, of which Singapore elder statesman 
Lee Kuan Yew, is the leading exponent. 

What bizarre, communist logic! On the 
one hand, Deng rejects the most widely 
used Western model of multi-party repre- 
sentative democracy as somehow un- 
befitting "China's unique national nature." 
And yet he embraces the truncated "East 
Asian" version, which is a mere abridge- 
ment of Western pluralism designed to fit 
a very specific, temporary phase in some- 
body else's national development. 

In so choosing, Deng ignores the yawn- 
ing gap between his own historic, social 
and geo-political conditions and those of 
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By Zhou Duo 


Lee Kuan Yew in his nation-building 
prime. First, the world of the 1990s is com- 
pletely different from the pre-1980s Cold 
War. In that era, anti-communism was the 
watchword. A dictatorial government had 
only to lean towards the West in order to 
get support from the "democratic camp." 

But since the downfall of the Soviet 
Union and Eastern Europe, if the Chinese 
Communist Party (CCP) persists in one- 
party dictatorship and oppressing the 
freedoms and human rights of its people, 
it risks becoming an international pariah. 
As Saddam Hussein learned after his inva- 
sion of Kuwait, no government can afford 
to turn itself into the world's Public Enemy 
Number One. 

Then, too, the “пео- 
authoritarian" East Asian 
dictatorships ^ never 
loaded themselves down 
with so much ideological 
ballast as the Chinese 
communists. The CCP's 
goals of modernisation 
and marketisation set it 
on an inevitable collision 
course with its own 
avowed Leninist and 
Stalinist ideology. 

It is one thing for Lee 
Kuan Yew to ask Singa- 
poreans to put full West- 
minster democracy on 
hold until the economy is 
fully developed. It is 
something else again to 
tell a billion Chinese that 
their new-found fleeting 
freedom to prosper is but 
an expression of the 
present, transitory and 
imperfect "early stage of 
socialism." 

Maybe it will wash as 
long as Deng himself is 
around. The era of strong-man government 
must die with him. Systemic and 
generational change make this inevitable, 
as Russia and Eastern Europe have already 
shown. None of the leaders on the present 
political horizon have even a fraction of 
the stature of Yenan veterans like Mao and 
Deng. As absolute rulers, the “second gen- 
eration" leaders would be in a completely 
different league. 

It may still be, as Mao said, that in 
China "power comes from the barrel of a 
gun." But even the military has now been 
politically neutralised by its own internal 
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The only way 
for the CCP to 
save itself is 


by sloughing 
off 
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scenes manoeuvMmg...' <> 
The gaping wona 84 
healed with just the Peultice"of economic 
stimulus and rapid growth.-The more 
heavily the manifest longing for democracy 
is suppressed, the more forcefully will it 
reassert itself. Time may heal all, but to 
erase Tiananmen will take more time than 
the CCP is likely to get. 

After a decade of "reform and open- 
ing,” the Chinese people's point of com- 
parison is not our own past but the rest of 
the world. The CCP cannot grasp that it as 
an organisation is not necessarily married 
to communism or proletarian dictatorship 
as a political system. 

The only way for the 
CCP to save itself is by 
sloughing off authoritari- 
anism and accepting so- 
cial democracy, before it 
is too late and before it is 
coerced. 

With a timely and 
voluntary political re- 
form, the party might yet 
attain a majority in multi- 
party elections and con- 
tinue to form a govern- 
ment. It might even con- 
stitute a dominant party 
and form a stable, long- 
term administration. Re- 
cent examples of this 
kind of transition include 
Taiwan, South Korea and 
Japan. 

Why not take the 
plunge for political re- 
form? That represents 
Deng's last, best hope — 
an opportunity that 
could be unique to the 
patriarch himself as a gi- 
ant of recent Chinese his- 
tory. After Deng, nobody else now visible 
on the political scene is likely to be given 
such an opportunity. 


Zhou Duo has just become a post-graduate fel- 
low in the Sociology Department of Harvard 
University. Before 4 June 1989, he was a lec- 
turer at the Sociology Research Institute of Pe- 


king University and then head of the planning | 


department of Stone Company, a privately 
owned computer firm. He helped persuade pro- 
democracy demonstrators to leave Tiananmen 
Square on the night of 4 June. After the trag- 
edy, he was jailed for 11 months. 
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TAIWAN 


The hollow centre 


Poll.result undermines president's power 





By Julian Baum in Taipei 





lutching a bitter victory that under- 
scored the risks of democracy, Tai- 


wan's ruling party is hoping to re- 
store unity in its ranks after a fractious na- 
tional election that has brought a greatly 
strengthened opposition into the legisla- 
ture. 

The 19 December polls were a stinging 
rebuke to the Kuomintang (KMT) from vot- 
ers who showed more faith in anti-estab- 
lishment, reform-minded candidates both 
within and outside party ranks than in tra- 
ditional politicians. 

The KMT won a 53% share of the popu- 
lar vote, the lowest on record, while the 
opposition Democratic Progressive Party 
(DPP) scored a record high share of 31%. 

The results suggest that the 
public prefers politicians who 
have distanced themselves from 
the factionalism and money 
scandals that have sullied the 
KMT's image during the past 
year. Several candidates backed 
by big business lost or barely 
won their races, while those 
who spoke out against the in- 
fluence of wealth and corporate 
interests in politics were often 
front-runners in their respective 
constituencies. 

While it could be seen as a 
victory for the democratic proc- 
ess, the result poses a serious 
challenge to the leadership of 
President Lee Teng-hui, who 
serves concurrently as KMT 
chairman. The new legislative line-up also 
indicates that debate over national identity 
and relations with China will be intensi- 
fied and polarised. 

The election hollowed out the moder- 
ate, Taiwanese centre of the KMT, which 
was the president's strongest source of sup- 
port in the legislature. But it was also the 
wing of the party most identified with poli- 
tics as usual — heavy campaign spending 
financed by business groups, reliance on 
local factional networks and vote-buying. 

"The lesson of this election is that the 
KMT has to avoid money politics and the 
influence of wealth in making public 
policy," said Ting Tin-yu of the Public 
Opinion Research Foundation. “Тһе defeat 
of rich people is a good lesson for the KMT." 

Among the KMT's winners, on the other 
hand, were the 35 second-generation main- 
landers who will be taking their seats in 
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Respite for 


the new legislature to convene in Febru- 
ary. This sizeable bloc of pro-China, pro- 
unification sentiment, while still a minority 
in the 161-member parliament, looks to 
Premier Hau Pei-tsun for leadership and 
represents a challenge to Lee. 

Although Taiwanese candidates won a 
majority of the KMT's 96 seats, including 23 
appointed from lists of at-large candidates 
in proportion to the total votes in the dis- 
trict races, the leadership of the pro-Lee 
Wisdom Coalition in the current legislature 
was all but eliminated. Among the 30 Wis- 
dom Coalition incumbents standing for re- 
election, 20 were returned to parliament. 
By contrast the pro-Hau New KMT Alli- 
ance, led by Jaw Shau-kang and Yu Mok- 
ming, won 11 out of 12 seats contested. 

As a renegade KMT candidate who ran 





Lee and former DPP chairman Huang. 


as an independent without party endorse- 
ment, Jaw received more than 235,000 
votes in Taipei county, nearly twice those 
of any other candidate in the county. In a 
characteristic jab at establishment politics, 
Jaw told an election-night crowd that his 
success showed it was not necessary to 
have money or a factional network to win. 
Jaw's cohort, former finance minister Wang 
Chien-shien, was also a front-runner in 
northern Taipei City with 119,000 votes. 

“АП Lee's people were defeated in Tai- 
pei and now the only ones who support 
him are in the opposition party," said 
Chang Fu-mei, a DPP member of the Na- 
tional Assembly and research associate at 
Stanford University's Hoover Institute. "If 
Lee wants to stay in power, he should join 
the opposition," she quipped. 

One party source attributed the unex- 
pected success of pro-unification mainland 
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candidates to the refusal of the KMT’s or- 
ganisational machine to back candidates 
assigned by party secretary-general James 
Soong. Instead, party cadres rallied behind 
the embattled mainlanders, who Ting says 
accounted for as much as 40% of the KMT 
voters. First and second generation main- 
landers make up only about 15% of Tai- 
wan's population, but mainlanders ac- 
counted for an estimated 20-22% of those 
who voted on 19 December, indicating a 
far higher participation rate than that of 
Taiwanese voters. 

The immediate challenge facing Lee in 
the aftermath of the poll setback is to en- 
sure that his supporters retain a share of 
key posts in the KMT hierarchy and the 
cabinet. But that is not likely to be easy. 
Lee has repeatedly asked Soong to remain 
at his post, despite his formal resignation 
to take responsibility for the electoral set- 
back. 

Besides Soong, other key KMT officials 
have also offered to step down. In view of 
the intense factionalism, any personnel 
changes involve intricate calculations of 
loyalties to the president and the prospect 
of long-term challenges to his authority. 

Hau is also expected to sub- 
mit his resignation before the 
new legislature convenes in 
February, but Lee does not ap- 
pear to be in as strong a posi- 
tion to realign the cabinet as his 
supporters hoped he would be 
prior to 19 December. 

The DPP's success in electing 
50 legislators, 13 of whom were 
from at-large seats, surprised 
even the optimists among op- 
position supporters. DPP candi- 
dates placed first in 14 districts 
out of 29, four more first-place 
results than the KMT, which 
fielded more than twice as 
many candidates. 

The DPP performed espe- 
cially well in the crowded and 
highly competitive races in Taipei and 
Kaohsiung, while the КМТ/5 front-runners 
were typically in more lightly contested 
races. One advantage of the DPr's play-it- 
safe strategy in fielding candidates was 
that its nominees were generally better 
known than those from the кмт. The 
opposition also managed to keep internal 
faction differences to a minimum, learn- 
ing a lesson from the 1991 National As- 
sembly race in which the party performed 
poorly. 

"We see this as a united DPP winning 
against a split KMT,” said DPP chairman 
Hsu Sin-liang. "This time everybody won 
not by themselves, but under the party's 
name. Now the party's prestige is higher 
than ever before." 

Another sign of a more muscular oppo- 
sition, according to Hsu, is that six out of 
11 members of the DPP's executive commit- 
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tee will become lawmakers, up from only 


two in the old legislature. Besides its new | 


influence at party headquarters, Hsu says 
the opposition has learned how to keep 
factionalism under control. “Everyone is 
aware that we need to operate as a united 
party, not as factions," he said. 

Among the surprises in the district races 
was US-educated psychologist Tsai Shi- 






| 
| 


yuan, who placed first in Chiayi county in | 


a contest against several strongly back KMT 
hopefuls, including Tseng Chen-nung, 
ranked among the top 10 wealthiest busi- 
nessmen in Taiwan. Despite his financial 
strength, Tseng barely slipped into last 
place with only 159 more votes than the 
next candidate out of 275,000 votes cast in 
the constituency. 

Tsai attributed his success in the county 


to a “farmers revolt" against the KMT’s ag- | 
ricultural policies and a backlash from vot- | 


ers over the intrusion of money into local 
politics. ^I see this as the beginning of de- 
mocracy,” said Tsai. “We are entering real 
politics now. The ppp is talking about 
bread-and-butter issues and the KMT can 
no longer take its power for granted.” 
Besides Chiayi, there were several other 


Slippery slope 


SNOHO OONIH 


Percentage of popular vote in 
elections for legislature 
80- 
70- қ 
Kuomintang 
60- 
50- 
40- 
30- Democratic 







Progressive 
Party 


Independent 
83 86 


tight finishes. In Hualien, former DPP party 
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A sweeter pill 


Liberal leader takes sting out of refo 








By Jacqueline Rees in Canberra 
stunning political reversal by Aus- 
tralian opposition leader John 


А Hewson may have staved off disas- 


ter for the Liberal-National Party coalition 
in the federal election due in early 1993. 

Confronting the success of Prime Min- 
ister Paul Keating's attacks on Hewson's 
previous insistence on free market policies 
and on imposing a consumption tax on 
food during a recession, Hewson bowed to 
political reality and revamped his so-called 
"Fightback" election manifesto. 

Hewson announced his policy switch in 
a pre-Christmas flurry in the final week of 
the 1992 parliamentary session. Subtitled 


| “Fairness and Jobs,” the new version of 


chairman Huang Hsin-chieh called for a | 


recount after losing to a KMT candidate by 
62 votes out of 120,000 cast. The recount 
revealed that the number of votes cast was 
738 more than the number of ballot papers 
handed out by election officials on polling 
day. 

The Central Election Commission has 
declared the front-running KMT candidate 
in Hualien a winner while proposing a 


“partial re-election” for the second seat. But | 


Huang has refused to stand for re-election 
and insists on a decision in his favour. Tai- 
wan provincial governor Lien Chan, Inte- 
rior Minister Wu Bo-hsiung, and the 
Hualien county magistrate have all offered 
to resign to take responsibility for the vote- 


rigging. a 
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Fightback removed a proposed Goods and 
Services Tax (GST) from food and child care 
fees and promised to inject A$3 billion 
(US$2.05 billion) worth of public works 
spending into the economy. Hewson had 
previously been rigidly opposed to 
stimulatory measures for the economy. 

Hewson explained his turn-about as a 
reaction to the grimmest Australian eco- 
nomic situation since the Great Depression 
of the 1930s. He said that "the despair con- 
fronting millions of Australians demanded 
we go back and look again at the human 
dimension of our policies and the need for 
immediate action." 

While Keating immediately seized on 
Hewson's backdown to attack the opposi- 
tion leader's credibility, the initial reaction 
of the financial markets and the polls was 
favourable. This suggested to analysts that 
many Australians were prepared to accept 
Hewson had acted creditably in response 
to the peculiar stresses of the recession. 

It was Keating's considerable political 
skill which undermined the original 
Hewson manifesto. Although Keating had 
presided over the deepening of the reces- 
sion while serving as treasurer during the 
1980s, Hewson proved unable to create the 
impression that he was the leader to turn 
the country's fortunes around. 

Keating attacked Hewson as a hard- 
hearted ideologue, whose commitment to 
ending tariffs and a harsh attitude to the 
welfare state would destroy another mil- 
lion jobs and only benefit the rich. By early 
December, opinion polls suggested the op- 
position coalition was heading for its fifth 
successive federal election defeat while 
Hewson's personal popularity had sunk to 
its lowest ebb. 

Publicity surrounding the radical indus- 
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trial relations policies of Jeff Kennett, the 
newly elected Liberal premier of Victoria, 
made an already anxious electorate even 
more nervous. Kennett, who came to 
power in a landslide victory in October, 
immediately introduced some of the 
sweeping changes proposed in the original 
Fightback package — such as imposing 
penalties for striking unions. 

However, Kennett's decision to give his 
ministers salary increases at the same time 
he took on the unions sparked cynicism 
that quickly undermined his stature. 

Against this backdrop, Hewson's fed- 
eral backbenchers warned him that eco- 
nomic principles had to take second place 
to political reality. Hewson's new state- 
ment served to extinguish flickerings of 
sedition within his own party, as well as to 
regain momentum for the coalition with 
the electorate. 

Hewson will now approach the 1993 
election with a much softer appeal to the 
voters. For example, he has already aban- 
doned his unemployment pay policy by re- 
versing a previous commitment to stop 


paying benefits to those out of work for _ 


more than nine months. While holding to a 
long-term commitment to ending import 
tariffs, he has promised an independent 
enquiry to ensure the pace of tariff reform 
will not be detrimental to the textile, cloth- 
ing, footwear and vehicle industries. 

In contrast to his previous commitment 
to hard economic rationalism, Hewson 
appealed directly to voters by offering them 
AS2.8 billion in tax cuts and social security 
benefits. To business Hewson offered a А$2 


billion boost through revised depreciation | 


and investment allowances. He said these 
cuts and benefits would be funded by the 
sale of such assets as Australian Telecom. 

The opposition leader kept intact his 
commitment to industrial relations and 
other microeconomic reforms but prom- 
ised a softer approach there too. And he 
gave a solemn pledge that, far from in- 
creasing ministerial salaries, he would axe 
them by 10%. 

Hewson's popularity jumped nine 
points after the launch of “Fightback Two.” 
His revised manifesto was seen as appro- 
priate to the harsh economic climate and 
deprived Keating of the initiative for the 


first time in recent months. Keating, how- | 
ever, is unlikely to remain on the defensive | 


for long — and few doubt that he will soon 
be trying to destroy Hewson's latest “re- 
cession-buster" prescription, just as he ef- 
fectively wrecked its prototype. " 
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MANCHURIA-SIBERIA 


Two-way street 


By Lincoln Kaye in Heilongjiang and Primorskyi 


Instead of Peking Duck, Russian President Boris Yeltsin's ban- 
quet menu on his first state visit to China last month featured 
a heaping dish of communist crow. 

In the aftermath of his parliamentary setbacks in December, 
Yeltsin salved his political wounds with a couple of dozen 
Russo-Chinese trophy agreements: a virtual non-aggression 
pact, arms sale deals, agreements on technological cooperation, 
joint space exploration, nuclear power development and sev- 

„ега! others. But the price of all this was Yeltsin's implicit ad- 
mission that Peking's communist gerontocrats had got it right, 
after all, by concentrating their reform efforts on economics, 
rather than politics and by following the maxim: ^not to hurry, 
not to force." 

Yeltsin ruefully admitted to his Chinese hosts that “Russia 











attitudinal revolution is brewing along the 2,300-kilometre-long 
Sino-Russian border, once a militarised line of ideological con- 
frontation and now the locus of a burgeoning barter trade. 
With little love lost between them the juxtaposed regions of 
Siberia and Manchuria are nevertheless becoming interdepend- 
ent. 

Manchuria’s 70 million people have a living standard that is 
still far below that of the 8 million people in labour-starved 
Siberia. Yet China’s booming GNP growth rate and the implod- 
ing Russian economy have left the Chinese cash rich, in rouble 
terms. These disparities set the stage for population and capital 
transfers that could profoundly alter the complexion of both 
Siberia and Manchuria and their relationships to their respec- 
tive capital cities. 

Paradoxically, Manchuria has all along been “China’s Rus- 
sia” — politically conservative, inward looking, dominated by 
state-owned smokestack industries. By the same token, Siberia 
is now trying to establish itself as "Russia's Asian tiger" — 
trade-oriented, investor friendly, and relatively free of political 
interference from the centre. The question is how far the two 


doesn't need revolutions or cataclysms, either." Yet an 


Creative tensions 


Cross-border contacts bring growth and friction 


xtra-territoriality — the hated, impe- 
E rialist practice of one country apply- 

ing its own jurisprudence to its citi- 
zens for crimes they commit in another 
country — has returned to this corner of 
the world. The difference is that this time, 
it is China that enjoys extra-territoriality in 
Russia. 

It took a brawl of 70-100 Chinese 
nationals on the streets of Pogorni- 
chnyi, a dismal town in the Siberian 
district of Primorskyi near the east- 
ern end of the border, for China to 
gain the upper hand. Armed with 
knives, clubs and brass knuckles, a 
gang of Chinese Koreans squared off 
against their ethnic Han compatri- 
ots. One man died. 

"]t was more than we could deal 
with," admits Pogornichnyi police 
chief Valeri Gorbatuk who has only 
one Chinese-speaking officer on his 
370-member force. He called in the 
police of Suifenhe, across the bor- 
der. They helped with the investiga- 
tion, identified about 70 suspects 
and demanded extradition. 

2 Gorbatuk was happy to comply 
and to enter into talks about regular 
assistance in policing the 2,000-odd 
Chinese, on average, who are back- 
ed up in Pogornichnyi (population 
12,000) at any one time. Street brawl- 
ing is just one of the plagues that 
have descended upon Pogornichnyi 
since it became the main gateway for 
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the fast growing Sino-Russian border trade. 

Highway robbery, extortion and racket- 
eering are all on the rise in this once-sleepy 
agricultural backwater, says Mayor Pavel 
Karaovin, with Chinese the main victims. 
It takes a bribe of US$50 or more just to get 
into the customs area, according to Chi- 





Yeltsin and Li Peng exchange revolutions. 
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regions can go to make common cause. a 


nese migrant workers milling in the ankle- 
deep slush in front of Pogornichnyi depot. 

Local Russians suffer, too, from prices 
that are among the highest in Siberia. The 
trade boom has enriched only the preda- 
tory 10-15% of Pogornichnyans, Karaovin 
estimates. Moscow is too broke to help 
bankroll new rail stations, customs houses, 
hospitals and hotels. 

Chinese investment could help provide 
some relief, but the record so far is 
"mixed," the mayor admits. In 1992, the 
Chinese built a new "automated" brick fac- 
tory that employs 120 people to pro- 
duce 2,000 bricks a day. They even 
offered to provide workers to staff 
it, in exchange for barter payments 
of fertiliser. 

The problems of Pogornichnyi- 
Suifenhe present a microcosm of the 
dilemma facing the whole of the Si- 
beria-Manchuria region. The weight 
of population and cash are all on the 
Chinese side. Russia offers living 
space, resources and greater per- 
sonal freedom, but all against the 
backdrop of crumbling infrastruc- 
ture and unravelling social order. 

For most of the time since the 
two countries began to share a com- 
mon border it was Russians who felt 
drawn to make their homes in 
China, but this has changed. As far 
as they know at the Pokhrovskaya 
Church in Harbin, the city's surviv- 
ing resident Russian population 
amounts to just eight septuage- 
narians. The rest of the 80,000 strong 
turn-of-the-century community has 
either died off or migrated to Russia 
or America. 

Back in 1958, at the onset of the 
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Sino-Soviet split, Harbin city fathers 
ploughed under some 60,000 graves in the 
Uspenskoye Cemetery to build an amuse- 
ment park. The "Haunted Fun House" still 
occupies the site of the former cemetery 
chapel, according to Efrosina Andreevna 
Nikiforova, 72. 

Yet Manchuria remains haunted by its 
Russian past. The Russian-built (and Japan- 
ese-embellished) Manchurian railway re- 
mains the basis for all of the port complex 
and land bridge schemes on which the re- 
gion bases its development hopes. And as 
the region's Russian-equipped, 1950s vin- 
tage heavy industrial enterprises collapse, 
Chinese pedlars and migrant workers take 
off for Siberia to make their fortunes. 

Crammed six to a room in 
the dormitory of Khabarovsk's 
Pedagogical Institute, a group 
of Chinese exchange students 
know all about the brutishness 
and the hopefulness of Sino- 
Russian border life. They only 
move about in groups for fear 
of muggings, rarely go out at 
night and know hardly any 
Russians socially. 

Their studies cost them 
US$1,600 a year, including 
room, board, tuition and pocket 
money. Such sums are high 
enough, by Russian standards, 
to prompt every school in 
Khabarovsk from the Normal 
College to the Sportive Institute 
to set up ad hoc exchange pro- 
grammes. 

Yet, for middle-class Chi- 
nese like Piao Xihong of Fu 
Xun in northeast Liaoning province, they 
represent "an affordable foreign adventure, 
something never before available in China. 
More than that, it’s a chance to get to know 
this place and become fluent in a language 
that is bound to have a future." 

To secure its future, Siberia needs mas- 
sive infrastructural investment, far more 
than Russia is in a position to undertake 
on its own. Japan still balks at assisting or 
investing in the region because of the unre- 
solved dispute over ownership of the 
southern Kurile islands. Other countries, in 
the throes of recession, see Siberia as re- 
mote and risky. 

Viachislav M. Martinenko, barrel- 
chested boss of PrimorAvtotrans, the pro- 
vincial trucking monopoly, sees China as 
the natural funding source for the 
Primorskyi area. He is assembling a 200- 
firm multinational consortium to build 
company-controlled toll roads to the bor- 
der. 

He aims for a 10-fold increase in the 
truck traffic through Primorskyi's two 
main border points, Pogornichnyi-Suifenhe 
and Kravskina-Hunchun near the UN-pro- 
posed Tumen Delta project that connects 
Russia, China and North Korea. His target 
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investors are shippers and traders, and his 
inducement to join the consortium is 
straightforward: preferential access to the 
road. He claims the payback time should 
be two-three years. 

Besides roads, the other main infrastruc- 
tural need at the border — customs halls 
and customs inspectors — are harder to 
finance privately, Martinenko admits. But 
he hopes to induce the government to un- 
dertake the necessary investment in ex- 
change for an appropriate share of the road 
revenues. 

Other Russian businessmen are no less 
emphatic about attracting Chinese interest 
in Siberia's development priorities. To 
maintain its 12,000-strong payroll, the 
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Vladivostok Tool and Dye 
Works, once an integral 
part of the military in- 
dustrial complex, now 
hopes to diversify into a 
Chinese-funded cigarette 
production venture. 

In the Vladivostok headquarters of the 
Primorskyi Consumers’ Cooperative 
Union the furniture is still emblazoned 
with hammers and sickles. Chairman 
Mikhail D. Litvinenko sees “no irony in our 
buying . . . soft drink production machin- 
ery from China when . . . we used to be 
supplying them with steel mills and power 
stations. We're not taking any charity. It's 
just that we like Fanta and we don't have 
any here," he shrugs. 

Environmental issues are not allowed 
to interfere with the booming cross border 
trade." You want to know about Chinese 
business?" asks Alexey D. Medvedev, 
chairman of Primorskyi's Ecology and 
Natural Resource Agency. Out of a cup- 
board he pulls a Siberian leopard skin and 
tosses it, claws clattering, onto the table. 
"That's Chinese business." 

The hide, he explains, was confiscated 
from Russian poachers selling to the Chi- 


FAR EASTERN ECONOMIC REVIEW 


к. 
» 


арап 


nese market. There is а boundless appetite 
across the border for forest products, in- 
cluding exotic herbs and animal glands, as 
well as minerals and fertiliser. 

Vladimir J. Ulitin has the clout, but not 
the inclination to tackle environmental is- 
sues. The US-trained MBA has gone into 


partnership with the former first secretary | 
of Primorskyi's Communist Party to form. 


Daleco, a ^joint stock company" that ex- 
ports strategic raw materials. 


He started the business back іп 1989, | 


when Vladivostok shops were at their 
emptiest. “We began by importing Chinese 
ready made garments. The quality was not 


high, but the price was right. What is more, | 
they were ready to do barter deals and to | 
accept barter goods that other | 
countries wouldn't take. Cars, | 


tractors, certain types of envi- 
ronmentally unfashionable fer- 
"Now we're upgrading our 
imports: equipment for plastic 
injection moulding, timber fin- 
ishing, pin manufacturing, 
photo-processing. Often we can 
get European designed equip- 
ment, co-produced in China, 
without having to argue about 
licensing procedures." 
Import upgrading is the 
best short-term option for 
strengthening the Siberian 
y economy, agrees Primorskyi 
% ternational Trade and Foreign 
Affairs Valery K. Lozovoy, 
since it will be awhile before 


export mix. "Instead of down 
jackets апа Xerox machines, 
we need technicians to re- 
build our industries, or la- 
bourers to help reconstruct 
our border crossings or re- 
build Posyert port" (part of the proposed 
Tumen Delta project). 

The Primorskyi administration is work- 
ing with the three provincial governments 
of Manchuria to set up a standing joint con- 
sulting organisation, he adds. "Our aim is 
to parallel the US-Canada relationship with 
respect to free migration of people and 
money." 

“Те is always very sweet to hear our- 
selves compared to Asian tigers," Lozovoy 


adds. “Апа indeed we can sometimes even | 


persuade ourselves we detect some feline 


lineaments in the region." But it could as | 
easily turn out to be a snarling, ill-tem- | 
pered polecat as a sleek, springing tiger, if — 
old-style predatory instincts are allowed to 


Territory Commissioner of In- | 


Russia can do much about its 


prevail. The ugly potential for cross border | 


friction is symbolised by a scrawled graffito 
on a wall near Vladivostok's erstwhile 
Chinatown — a swastika and a single 
word in Cyrillic script: "ghetto." 

m Lincoln Kaye 
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JAPAN 


Fatal error 


Ignorance over Aids hampers countermeasures 





By Jonathan Friedland in Tokyo 


he audience in the cathedral-like 

| new Tokyo City Hall was а mixture 

of soberly dressed middle aged cou- 

ples and fashionably attired young adults. 

At first glance it resembled one of the many 

symposiums run by local government on 

subjects ranging from flower arranging to 

public housing. What made the gathering 

on this cold December evening different 
was the panel seated up on the stage. 

At its head sat Yoshiaki Ishida, a gaunt, 
tired-looking haemophiliac with a tartan 
blanket draped across his knees. Nearby 
sat Teishiro Minami, Japan's leading ho- 
mosexual activist, a trademark silk hand- 
kerchief peeking from his blazer breast 
pocket. There was also Yayori Matsui, a 
crusading woman journalist who has de- 
voted the last decade to exposing the 
plight of foreign prostitutes in Japan. 

The fact that these three shared 
an officially sponsored podium to 
speak on the dangers of Aids repre- 
sents a watershed in official attitudes 
towards the disease. After saying lit- 
tle and doing less as the number of 
Aids sufferers proliferated over the 
past five years, the Japanese Govern- 
ment has now joined other industr- 
ialised countries in acknowledging 
that it has a serious public health cri- 
sis on its hands. 

"It was only this year that Aids 
became a national issue," says 
Matsui, a senior writer for the Asahi 
Shimbun newspaper. "Before, when 
only 20 [people] or so a month were 
getting infected, most Japanese 
didn't think it was their problem. 
Now people are starting to realise it is." 

, Inthe 1993 budget, the government al- 

located Y10.3 billion (US$83.3 million) for 
Aids education, surveillance and treatment 
— a five-fold increase over the previous 
year. A government-sponsored and funded 
Aids Prevention Foundation has also been 
established to coordinate a national aware- 
ness campaign. 

The effort to disseminate facts on Aids, 
however, is an uphill task. Ever since the 
first case was detected in Japan in 1985, 
public reaction to the disease has been dis- 
tinguished primarily by ignorance and 
xenophobia. To date, only three Japanese 
Aids victims, including Yoshiaki Ishida, 
have discussed their cases in public. The 
rest have suffered in silence, often shunned 
by their families, employers and even the 
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Aids patients campaign for attention. 


doctors and nurses who are supposed to 
care for them. 

One unnamed Aids sufferer offered a 
stark testament to his treatment in Novem- 
ber 1992 when he hanged himself from the 
window bars of the Aids ward of the To- 
kyo Metropolitan Government's Koma- 
gomae Hospital. Dr Tsuyoshi Yamaguchi, 
head of the infectious diseases department, 
is uncomfortable discussing how Aids pa- 
tients are cared for at Komagomae. When 
asked how many Aids sufferers are cur- 
rently in the ward, he said ^we don't dis- 
close the number of Aids patients in this 
hospital so people who come here won't 
become nervous." 

With many doctors still treating Aids as 
a taboo subject, it is hardly surprising that 
the general public remains badly misin- 
formed about the disease, which is gener- 





ally transmitted through sexual intercourse 
or blood transfusions. A recent Japan 
Broadcasting Corp. poll found 50% of all 
respondents thought a mosquito bite could 
transmit the disease, while 26% believed 
the infection could be passed on from 
casual contact — such as using the same 
drinking cup as someone with the virus. 

Meanwhile, Aids activists say that, 
while the government campaign is a step 
in the right direction, it falls short of what 
is needed to stem the spread of the disease 
and to win acceptance for its victims. In 
particular, they criticised the authorities’ 
reluctance to introduce effective sex educa- 
tion in schools or to work with private vol- 
untary organisations. 

“The government has generally been 
very enthusiastic about public health cam- 
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paigns. Just look at the way that we beat 
infectious diseases so quickly in the 1950s 
and 1960s,” says Yuriko Ashino, deputy 
executive director of the Family Planning 
Federation of Japan. “Government techno- 
crats tend to look at Aids from a sexual 
and moral viewpoint. Aids is a disease 
[and] should be treated as such.” 

The total number of Aids patients and 
HIV carriers in Japan is still small in com- 
parison to other developed countries. Ac- 
cording to the Health Ministry, as of end- 
October 1992, Japan had 508 Aids patients 
and 2,456 people who had tested positively 
for HIV. Haemophiliacs who contracted the 
disease from blood transfusions make up 
about 75% of those infected. 

Compare this to the US, a country with 
double Japan’s population but roughly 100 
times as many fully-blown Aids patients, 
and the picture may not look so grim. But 
doctors and activists say the official num- 
bers underestimate the total of HIV carriers 
by as much as 10 times. 

This is partly because of the lengthy 
gestation period before the virus produces 
symptoms, and partly reflects the fact that 
the testing regime now in place “does not 
provide accurate statistics,” says Teishiro 
> Minami, head of Aids Action, Ja- 
* рап'ѕ only support group for homo- 
sexual carriers. 

Under Japan's Aids Prevention 
Law enacted in February 1989, doc- 
tors and clinics are obliged to report 
any HIV carriers they detect to the 
prefectural authorities. But, says 
Minami, "unless you give blood and 
test positive, you won't be re- 
ported." Ashino adds that many 
health workers are ashamed of re- 
porting an infected patient on the 
grounds that it will bring them un- 
wanted attention. In Japan, discus- 
sion of personal illnesses, even be- 
tween a doctor and patient, is often 
suppressed. 

What is clear, however, is that 
the number of HIV carriers in Japan 
is rising sharply. In the January-Oc- 
tober period, the number of newly detected 
carriers tallied 424, more than double the 
total reported during the first 10 months of 
1991. Dr Naoko Yamamoto, deputy direc- 
tor of the Health Ministry's office of infec- 
tious disease control, says that unlike other 
industrial countries in the early stages of 
an Aids epidemic, most carriers in Japan 
are heterosexual. 

She explained that “50% of the carriers 
are infected in foreign countries, but the 
proportion being infected within Japan is 
increasing very rapidly. The highest level 
of increase is among foreign women." 

Of the 98 new cases detected in a Sep- 
tember-October survey conducted by the 
Health Ministry, 48 were foreign women 
— over 90% of whom were Thai. Matsui 
estimates there are as many as 150,000 for- 
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eign women working in the sex trade in 
Japan, many of whom are virtually inden- 
tured to agents that have supplied them 
with airline tickets, a passport and visas. 
Over the past five years, the number of 
Thai women has grown to 40% of the total 
as local yakuza-organised crime groups 
have cemented ties with their counterparts 


in Thailand. The remainder of the women | 


are mostly from the Philippines. 

Further, the presence of foreign women 
in what is euphemistically described as 
“the entertainment industry" is not just 


confined to the major urban centres. Me- | 
dium-sized towns have brothels staffed by | 


foreign women, while even the smallest 
rural hamlet is usually within reach of a 
call-girl service. By the end of October 1992, 
Aids cases had been detected in all but 
three of Japan's 47 prefectures. 

"The official assumption is that these 
women do not exist because prostitution is 


illegal in Japan," says Matsui. ^Once they | 


are found to be HIV positive, they don't 
come back for treatment because the 
brothel owners either sell them or deport 
them." The result, says Matsui, is that the 
group at most risk falls outside the ambit 
of government sponsored efforts to edu- 
cate the public or provide assistance to 
Aids sufferers. 

Activists say the public disclosure by 
nationality of Japanese residents who have 
contracted the HIV virus has helped to rein- 
force the widely held prejudice that Aids is 
a foreign disease that can somehow be kept 
out of Japan. So too have the government's 
initial efforts to inform the public of the 
characteristics of the disease and its form 
of transmission. 

The first poster produced by the Aids 
Prevention Foundation during mid-1992 
did not show a Japanese couple in bed, but 
a well-dressed man discreetly shielding his 
face with a passport. “Have a nice trip!" 
ran the caption, "but be careful of Aids." 

A. recent effort by the foundation was 
even further off the mark. It was forced to 
withdraw a comic-book called Aids wa 
Warau, or Laughing Aids, in December 
after homosexual-rights groups protested. 
Among other statements considered objec- 
tionable in Aids wa Warau, was its refer- 
ence to Thailand as “а major Aids power 
in the world," and its suggestion that Ja- 
panese might avoid a trip to Germany be- 
cause it has been "infested with homosexu- 
als since ancient times." 

Activists say it is not surprising that the 


foundation's efforts to inform the public | 


have gone awry as it is staffed by retired 
technocrats from the Health Ministry and 
its all-male advisory board is made up 
largely of executives from pharmaceutical 
companies, elderly doctors and MPs. There 
are no representatives from the homo- 
sexual community, or from among the 
1,649 haemophiliacs who have become in- 
fected through blood transfusions. Ш 
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SINGAPORE 


Crack in the cabinet 


Premier differs with Lee Kuan Yew 





By N. Balakrishnan 


struggle for power seems to be de- 
А veloping between Singapore's 

Prime Minister Goh Chok Tong and 
his predecessor Lee Kuan Yew, currently a 
senior minister in Goh's cabinet. The im- 
mediate disagreement between the two is 
about bringing back former education min- 
ister Tony Tan into the cabinet, but also 
implicit are their differences over the po- 
litical direction of the country. 

Goh, who recently secured a landslide 
victory in a by-election he chose to contest 
himself, is not going to be a pushover in 
this struggle despite Lee's considerable 
political skills and his added authority of 
his being the founding father of modern 
Singapore. 

While campaigning for Goh's by-elec- 
tion, Lee said on 17 Decem- 





would be returning to the 
cabinet soon. Significantly, 
Tan had been Lee's pre- 
ferred choice to succeed 
him. But Goh became 
prime minister in 1990 and 
Tan left the government in 
December 1991 to head the 
Overseas Chinese Banking 
Corp. (OCBC). Lee said at 
last month's campaign rally 
that Tan had resigned from 
the cabinet because he 
could get more money in 
the private sector. Noting 
that Tan's son is attending 
Harvard University, Lee 
added that "it costs a lot of 
money to go to Harvard." 

Two days later Goh re- 
sponded that he still had no plans to reap- 
point Tan to the cabinet as there was no 
national crisis that warranted such a move. 
Goh added that "I thought that the senior 
minister was inaccurate or maybe even 
unfair to say that Dr Tony Tan left the gov- 
ernment for OCBC because his son is in 
Harvard." 

Goh won the by-election bagging 72.9% 
of the votes, while the opposition Singa- 
pore Democratic Party (SDP), the nearest 
rival, could manage only 24.5%. The by- 
election was not legally required, but Goh 
called it to renew his personal mandate af- 
ter the 1991 general elections. 

Even the opposition acknowledged that 
Goh's hand has been strengthened by the 
by-election result. The leader of the SDP, 
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By-election win strengthens 
Goh's hand. 


Chiam See Tong said Goh's public rebuttal 
of Lee is "historically significant . . . After 
having scored 72.9% of the votes, Goh 
probably felt he now has enough authority 
to speak against the senior minister." 

Lee has made no secret of his prefer- 
ence for Tan over Goh. As long ago as the 
August 1988 general election campaign he 
announced that he had shortlisted five col- 
leagues as prime ministerial material and 
that Tan topped the list, followed by Goh. 

The question remains why Lee chose 
Goh to succeed him in 1990. Lee's own ex- 
planation in August 1988 was that Tan did 
not want the job. But sources in Singapore 
say that Tan was not popular with his cabi- 
net colleagues and Lee did not want to 
push for Tan in the face of opposition from 
his peers. 

According to the same sources, Lee was 
not so much being demo- 
cratic as showing indiffer- 
ence about the choice of a 
"seat warming" prime min- 
ister. Lee's long-term plan 
was for his son and current 
Deputy Prime Minister Lee 
Hsien Loong, whom Goh 
himself described as his 
"natural successor" two 
years ago, to eventually 
head the government. 

But the political arith- 
metic seems to have 
changed drastically since it 
became known two months 
ago that Lee Hsien Loong 
was suffering from cancer 
of the lymph. This puts the 
younger Lee out of active 
politics for some time to 
come. 

Sources close to the ruling People's Ac- 
tion Party say that the renewed warmth of 
Lee Kuan Yew for Tan is directly related to 
the uncertain health of his son. As one of 
them put it: "It did not matter whether it 
was Goh or Tan who was going to be the 
seat warmer. But confronted with the pos- 
sibility of Goh actually being a prime min- 
ister for a long time, Lee is changing his 
strategy." Goh is now publicly talking 
about winning the 1996 elections and if he 
does well, contesting those due in 2000 as 
well. If Lee Hsien Loong's health remains 
uncertain, Tan could still rejoin the cabinet, 
but the timing might be of Goh's choosing. 
That, despite Lee Kuan Yew's backing, 
could diminish Tan's chances of upstaging 
an entrenched Goh. m 
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SOUTH KOREA 


Civilian mandate e 


Radicals lose out in presidential poll 





By Shim Jae Hoon in Seoul 





quest for the presidency. Kim Young 

Sam, of the majority Democratic Lib- 
eral Party (DLP) was jubilant at beating his 
longstanding rival, opposition Democratic 
Party (DP) leader Kim Dae Jung, by the 
wide margin of 1.9 million votes in the 18 
December presidential race. The result was 
an ironic commentary on Kim Dae Jung's 
reputation as South Korea's greatest fighter 
for a civilian democratic order. 

By directing 41.4% of 24 million ballots 
cast to Kim Young Sam, South Korean vot- 
ers gave him a clear mandate to lead the 
country's first civilian government since 
1960. The result also showed support for 
his programme of gradual political and 
economic reform, as opposed to Kim Dae 
Jung’s more radical call for wholesale 
change. 

In an immediate move to improve the 
political atmosphere after the bitterly 
fought campaign Kim Young Sam prom- 
ised to release workers and students jailed 
for holding street demonstrations. He has 
also called for the introduction of financial 
reforms, including outlawing the current 
practice of concealing wealth by deposit- 
ing money in the bank under false names. 
Reflecting the easing of tension with North 
Korea, Kim intends to reduce the period of 
military conscription from the current 30 
months to 24 months. 

Armed with a series of moderate and 
piecemeal reform proposals, which appeal 
particularly to conservative middle-class 
voters, he swept all the country except for 


I: was the culmination of a 20-year 
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Seoul and Cholla province in the south- 
west. 

Kim Dae Jung received 33.4% of the 
vote, but failed to break out of his tradi- 
tional support base. His failure to win 
more convincingly in Seoul, where he 
secured 37.6% of the vote against 36.0% 
for Kim Young Sam, was surprising given 
the strong support he has received in 
the capital for many years. 

Part of Kim Dae Jung's problems 
stemmed from the unexpectedly poor per- 
formance of the United People's Party's 
(UPP) Chung Ju Yung, who тап a distant 
third with just 16.1% of the vote. Despite 
his stinging attacks on the government's 
economic policies, Hyundai group founder 
Chung lost everywhere — even in his 
home province of Kangwon, where he re- 
ceived only one-third of the vote and 
trailed far behind Kim Young Sam. 

Chung’s failure to split the conservative 
vote which formed the foundation of Kim 
Young Sam's support was fatal to Kim Dae 
Jung's divide-and-rule strategy. Kim had 
counted on a break-up in the pro-govern- 
ment ballot to give him a plurality. 

Kim Young Sam was also helped by 
government officials selectively applying 
laws where they hurt the opposition most. 
In his campaign he successfully used so- 
called “red scare" tactics, declaring that a 
vote for Kim Dae Jung was a vote for 
North Korea's President Kim II Sung. 


Кіт hopes to reduce chaebo 
power — p.22. ; 
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While the voting may have been free, 
the month-long campaign was hardly a fair 
exercise. Although the government 
claimed to be neutral, security agents indi- 
rectly and covertly aided Kim Young Sam 
by cracking down on opposition cam- 
paigners and by organising voter support 
for him. Most of the campaign staff ac- 
cused of election law violations came from 
the UPP, evidently a result of the govern- 
ment's attempt to keep Chung from erod- 
ing the conservative vote base. 

It is now clear that several govern- 
ment agencies were involved in garner- 
ing support for Kim Young Sam. A few 
days before the election, UPP members 


raided an office building in Seoul and 


seized a number of documents which sug- 


gested that highly placed officials from | 


the National Security Planning (NSP) 
agency, a top intelligence organisation, 
were secretly campaigning for Kim. Al- 
though one NsP official was identified by 
name, he was never investigated and 
brought to court. 

A more blatant form of government in- 
tervention came to light in the city of Pu- 
san on 11 December. A group of senior city 
officials, including the mayor and police 
chief, met to discuss ways to support Kim 
Young Sam. The presence at the meeting 
of a military security official violated Presi- 
dent Roh Tae Woo's pledge to keep the 
army out of politics. 

This clandestine gathering would have 
escaped public attention had it not been 
for the UPP's daring, if illegal, bugging of 
their meeting at a Pusan restaurant. Those 
present discussed having the local cham- 
ber of commerce pay for people to gather 
to hear a speech by Kim Young Sam. They 
also discussed ways of exploiting regional 
differences to undercut support for Kim 
Dae Jung. People from Kim's Cholla region 
are generally looked down by those from 
other parts of the country. 

Disgusted by such incidents, as well as 
by the rekindling of regional animosities 
he had fought so hard to end, Kim Dae 
Jung announced he would retire com- 
pletely from politics. He not only stepped 
down as head of South Korea's biggest op- 
position party but also gave up his seat in 
the National Assembly. His departure has 
thrown the DP into disarray, threatening to 
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ignite a new round of factional in-fighting БА 


over who should succeed him. 

The UPP is also in a state of flux, with 
some members calling on the 77-year-old 
Chung to take the blame for his disastrous 
performance by stepping down from the 
leadership. Even before the election Chung 
had come under attack from within the UPP 
for his autocratic manner. 

He now faces the challenge of rebuild- 
ing the party's battered image while fight- 
ing off government accusations that the 
UPP used Hyundai's corporate funds to 
underwrite his presidential campaign. ж 
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By Shim Jae Hoon and Ed Paisley in Seoul 
\ Ithough president-elect Kim Young 





Sam may have been somewhat 

hazy over economic policy while on 
the campaign trail, victory at the polls has 
given him the power to use economic re- 
forms to confront and humble some of his 
political opponents. 

However, the main targets of Kim's 
campaign rhetoric, the nation's top chaebol 
or family-controlled conglomerates, are 
also the main engines of the creaking South 
Korean economy. Any serious attempts to 
curb their growth or influence could lead 
to a politically destabilising confrontation 
between business and state that would re- 
verberate through the economy. 

This dilemma has broadly divided 
Kim's economic advisers into reformists, 
who understand the long-term importance 
of implementing policies that limit the 
chaebols' further growth and offer greater 
market transparency, and pragmatists who 
want to see a rapid revival of the nation's 
economy before embarking on fundamen- 
tal reforms. 

Balancing these contending views will 
serve as the dynamic that shapes Kim's 
economic policy and the longer-term pros- 
pects for South Korea's industrial and fi- 
nancial base. The first indicators are that 
Kim has opted for a dual-track approach. 

Within days of Kim's 18 December elec- 
tion, his top economic advisers were hint- 
ing that they would support a lowering of 
central bank's rediscount rates, which 
would benefit those interest groups most 
supportive of his campaign. Such a move, 
however, would also go against Kim's 
stated policy of regulating the chaebol — 
one of which produced Hyundai group 
founder Chung Ju Yung, who competed 
for the presidency against him. 

Kim's policy towards the chaebol re- 
mains ambiguous, for, while his rhetoric is 
hostile, the conglomerates remain the 
economy's main vehicle for recovery and 
growth. As a result, the government's rela- 
tionship with the chaebol is likely to be 
conciliatory rather than confrontational. 

Kim's administration is expected to in- 
troduce some checks to curtail their 
growth, notably by outlawing the current 
practice of cross-guaranteeing payment for 
bank loans. This means stopping one 





chaebol subsidiary from guaranteeing the 
loan repayment of another under the same | 
holding group. | 

Although he has never publicly stated | 
it, Kim also wants to reduce the power of | 


the chaebol by separating ownership and 
management and compelling them to go 
public. Yoo Chang Soon, a former prime 
minister and now chairman of the Federa- 
tion of Korean Industries, endorsed this 
view at a recent news conference. 

Conversely, Kim's economic team has | 
pledged to direct more credit resources to | 
cash-starved small business. This would be | 
done through financial market reforms in- | 
cluding banking liberalisation. Business- 
men, however, are doubtful that the new 
president will be able to compel the pow- 
erful bureaucracy to give up its hold over 
the financial system or its favouritism to- 
wards the chaebol. 

The new economic policy team, already 
dubbed “Kim’s troika,” includes Suh Sang 
Mok and Han Yi Horn of the majority 
Democratic Liberal Party, and Park Jae 
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Kim and the chaebol: friends or foes? 


Yoon of the Seoul National University. | 
While they have talked about reforms, their | 
main emphasis has so far rested on cutting 
the bureaucratic red tape hindering the pri- 
vate sector, such as reducing the amount 
of paperwork required to set up new facto- 
ries or businesses. 

An early indication of this policy came 
on 23 December, when Deputy Premier 
and Economic Planning Minister Choi Gak | 
Kyu announced that the government 
would extend tax breaks for new facility 
investments beginning in 1993. The ben- 
efits will go to large and small businesses 
alike. Kim has also said he will gradually 
implement so-called “real-name” financial | 
transactions, which would oblige stock- | 
market investors and banking depositors 
to reveal their real identities rather conceal 
their activities behind pseudonyms. Such a 
move would go a long way towards end- 
ing corruption in business and politics by | 
making the financial system more trans- | 
parent. u 
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Glowing 
report 


Nuclear fears debunked 
but ban likely to stay 





| By Colin James in Wellington 





| atients receiving radioactive treat- 
ment for hyperthyroidism excrete 


more than twice as much radioac- 
tivity into the waters of Auckland harbour 
each day than the entire US navy's nuclear- 
powered fleet releases into the world's 
oceans. These facts represent part of the 
findings of an official committee of scien- 
tists tasked with examining the risks of al- 
lowing nuclear-powered ships into New 
Zealand waters. ч 
In a report released on 17 December, 
the committee offered arguments for re- 
moving an eight-year ban on such vessels 
— though the government now seems de- 
termined to ignore its advice. One result is 
that the present freeze on any form of mili- 


| tary cooperation between New Zealand 


and the US is likely to continue. 
The ban on nuclear-powered ships 
originates from 1985 legislation, aimed at 


| excluding nuclear-armed warships from 


New Zealand ports and waters, that led to 
New Zealand's de facto exclusion from the 
Anzus defence pact which linked the coun- 
try with Australia and the US. 

When US President George Bush an- 


| nounced on 2 July 1992 that nuclear weap- 


ons would be removed from US navy sur- 
face warships, New Zealand Prime Minis- 
ter Jim Bolger raised the possibility that the 
parallel ban on nuclear-powered vessels 
could be repealed to allow restoration of at 
least some military links with the US. 

The scientific committee was set up to 
clear the way on safety grounds for that 
repeal, but polls suggest that most New 
Zealanders still oppose lifting the ban on 


| nuclear-powered vessels. For its part, the 


US wants the whole ban repealed. 
The 269-page report took a year to pro- 


| duce and collect evidence from through- 


out the world, including anti-nuclear or- 
ganisations. An indication of its findings 
came in mid-1992, when New Zealand 
peace campaigner Owen Wilkes declared 
nuclear-powered vessels safe, though he 
continued to oppose warship visits on 
other grounds. 

But Peace groups claimed the safety is- 
sue was a red herring. They argued that 
the presence of nuclear-powered vessels 
would harm the "clean green image" that 
helps to sell New Zealand food abroad. ш 
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Traveller s Tales 


HONGKONG 
ennie's Mill, a settlement on the 
shore of Junk Bay, in the New 
Territories, though physically in 
Hongkong, lives in a different 

world: While the rest of the British colony 
nervously awaits the impending takeover 
by the Chinese communists in 1997, resi- 
dents of this peaceful hamlet defiantly fly 
the flag of the Kuomintang (KMT), or Chi- 
nese Nationalists, in Taiwan. 

Arriving at the village (known in Chi- 
nese as Tiu Keng Leng) is like entering a 
time warp. The Kuomintang flag — a 
white sun against a blue sky on a red back- 
ground — flies everywhere. Although the 
КМТ was defeated in the Chinese civil 
war 43 years ago and swept off the 
mainland, here its flag flies proudly 
from the small modest homes that dot 
the valley and the hillsides, along streets 
and storefronts and beside vegetable 
patches. The face of one mountain is 
dominated by huge characters that say: 
"Long live President Chiang!" The 
words strike an incongruous note, since 
Chiang Kai-shek has been dead since 
1975 and even his son and political heir, 
Chiang Ching-kuo, died in 1988. 

Not only are the people here of a dif- 
ferent time. They also speak a different 
tongue. At Rennie's Mill, the older folk 
all speak Mandarin. The younger ones 
speak Cantonese, but they also under- 
stand the northern dialects of the main- 
land, spoken by their elders. 

Rennie's Mill is a redoubt of KMT 
supporters in Hongkong. Its original 
residents were ex-KMT soldiers and their 
family members. While higher-ranking 
officers driven off the China mainland 
went to Taiwan, lower-ranking ones 
were stranded here. 

The colonial government, to forestall 
conflict between the ex-KMT soldiers and 
communist sympathisers, sent them to this 
remote area in 1950 to fend for themselves. 
The surrounding hills made access by land 
all but impossible; the only contact with 
the outside world was by sea. On the bar- 
ren hillsides the ex-soldiers built huts, ini- 
tially of tar-paper, waxed cloth or any other 
materials they could get. Later homes were 
built of stones and bricks. They carved ter- 
races in the hillsides to grow vegetables. 
For more than a decade, they survived 
without electricity or running water. 

A recent visit to the site, organised by 
the local branch of the Royal Asiatic Soci- 
ety, revealed a well-developed community 
of 6,500 souls. Explanatory literature dis- 
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tributed to the visitors said: "The village 
was named after a Mr Rennie who 
founded a flour mill by the sea-front and 
had his residence in a fort up the hill. After 
a typhoon rendered him penniless, Mr 
Rennie was found dead hanged at his 
house. The Chinese name for the area (Tiu 
Keng Leng) means 'the ridge where some- 
body hanged himself.” 

Legend has it that superstitious Chinese 
later changed the name to “the ridge where 
the scenery changes,” using homonyms. 
That indeed is the current name, but the 
story is inaccurate in one respect. Rennie, a 
Canadian, did kill himself in 1908 when 
his business failed. But he did not hang 





Taiwanese flags still fly over Rennie’s Mill. 


himself. He jumped into the sea and 
drowned. 

Though at its height Rennie’s Mill had 
substantially more inhabitants, over the 
years many have moved to Taiwan or to 
other parts of Hongkong, so that only 1,400 
families remain. Rennie’s Mill is now con- 
nected by ferry to Hongkong Island and 
by bus and minibus to the mass transit rail 
system. No longer are its residents isolated. 
Many adults, in fact, commute to office or 
factory jobs daily, though the Shiu Wing 
Steel Co. at the southern end of the village 
provides employment for 250 people. 

The community today is in crisis. On 1 
December, the Hongkong Executive Coun- 
cil approved plans to demolish Rennie's 
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embarrassing anti-communist enclave 
years before Peking’s takeover. 

The government announced that the 
residents would be offered housing in a 
neighbouring high-rise public housing es- 


tate, Tseung Kwan О, and given monetary | 


compensation of HK$3,450 (US$442) per 
square metre of floor area, roughly HK$320 
per square foot. "Within Tseung Kwan O 
new town, the people from Rennie's Mill 


will be able to forge the same community - 


links as they always have done," a Hous- 
ing Authority publicity handout says. 
"The daily life of the 1,400 families will 
be changing for the better, just as it has 
improved for so many other Hongkong 
families." 

The residents, however, see it some- 
what differently. Many are angry at 
having to give up houses they had built 
with their own hands, and to see their 
close-knit community broken up. Sev- 
eral weeks ago, 500 of them marched 
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impending eviction. Some lay down on 
tram tracks, disrupting traffic. 

"The communists seek equal distri- 
bution of income, but this government 
is expropriating property that belongs 
to us," says Wong Jun Yee, a mild-man- 
nered school teacher who is secretary of 
the Tiu Keng Leng Residents Action 
Committee to Fight Against Forced 
Clearance. “At present our houses be- 
long to us and we can sell them if we 
want to. After they move us to a hous- 


homes. Instead, we will have to pay 
rent." 

Only recently the police had to use 
force to evict people from the Kowloon 
Walled City, which is being turned into a 
park. The government paid over HK$2 bil- 
lion in compensation to the 14,000 resi- 
dents, based on the market value of their 
properties — an offer that is not being 
made to the people at Rennie's Mill. 

Wong predicts that some of the resi- 
dents at Rennie's Mill, especially the eld- 
erly, will refuse to move. "They are saying 
they will live and die with their homes," 
he says. "We are a very united commu- 
nity, having lived together for more than 
40 years." While the Walled City was noto- 
rious for its vice and narcotics operations, 
Rennie's Mill is a peaceful, law-abiding 
community. и 


23 


on Government House to protest their | 


NT 


E 


z аяға T ага 


WER 
РСТ. ЧЕЗ 








ing estate, we will no longer own our | - 





Ёз. 


RATS & sOCIETY 


E g = 5 ES 


It's trouble in paradise for Tioman as more and more of its coral finds its way into the world's aquariums. 
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Vanishing coral reefs 


Plundering threatens Tioman and other Asian tourist centres 





By Doug Tsuruoka 


t hightide, when the moon is full, 

the night seas off Malaysia’s 

Tioman Island blaze with a cold 

phosphorescent fury. Schools of 
bat-like squid glide silently through plank- 
ton-filled waters — bolting now and then 
as tight formations of reef fish dart into 
view. Just beyond the surfline one can 
make out the occasional fin-tip of a ma- 
rauding reef shark. 

Change has come with relentless speed 
to this 20-kilometre-long clutch of sand and 
rainforest, which was first mooted in his- 
torical accounts about 2000 years ago. Most 
islanders now ride to work on Honda mo- 
torbikes and fish with Japanese-made fish- 
ing reels. The island’s main call to fame is 
that the Hollywood movie “South Pacific" 
was shot here in 1958. Before that, Tioman, 
which lies about 55 kilometres off Malay- 
sia's southeast coast — was a stopping off 
point in the China trade dating back to the 


Ming Dynasty. 
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But perhaps one of the least publicised 
changes to shake this tropical paradise over 
the last 10 years is the gradual disappear- 
ance of Tioman's once formidable coral 
reefs. The development is important for 
other Asian tourist centres as well since 
any campaign to save Tioman's reefs, by 
definition, must include not only scientists 
and citizens but also the developers who 
are transforming the island into a major 
tourist attraction. 

The decline of Tioman's reefs is also 
part of a wider international phenomenon. 
Scientists say that coral colonies from the 
South China Sea to the Caribbean are be- 
ing wiped out by pollution and over-de- 
velopment. The damage includes countless 
tonnes of coral which have been removed 
as building fill, decorative products or to 
feed the world's booming trade in salt-wa- 
ter aquarium fauna. The event may also be 
linked to a global warming trend which is 
raising sea temperatures throughout 
Southeast Asia and killing its coral reefs. 

On Tioman, many coral formations 
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nearest the beach have already been de- 
stroyed by "coral harvesters" who ship live 
specimens to aquarium wholesalers in 
"third countries" or fashion it into tourist 
souvenirs. Part of the primordial matrix 
which circles the island is still there — in 
deeper water about a kilometre offshore. 
But what remains is threatened by pollu- 
tion from local development, which also 
threatens fish that depend on the reefs to 
survive. 

Other changes have swept the island 
even as the coral disappears. Chief among 
these are several resorts that now overlay 
its sandiest shores like pre-fabricated 
World War II bomber bases. The most 
powerful of the new resort rajahs is Vin- 
cent Tan Chee Yioun, a property tycoon 
who has turned his 90-hectare Tioman Is- 
land Resort into a well-run town of timber 
chalets linked by an electric buggy service 
that draws up to 4,000 tourists per month 
during the island's July peak season. 

"You should have seen the place when 
we first came here in 1985," Tan told the 
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REVIEW, "We have put in a lot of money 
since then and contributed tremendously 
to Tioman's development." 

Smaller resorts — many struggling — 
also dot the island. William Thaddaeus, an 
ex-advertising executive from Kuala 
Lumpur, is typical of a new breed of small 
resort owner on Tioman. Thaddaeus, a 
maverick businessman who admits to 
watching too many episodes of the Ameri- 
сап TV series “Gilligan’s Island," firmly 
believes in his own brand of "eco-tourism." 
He insists it is possible to run a resort with- 
out destroying what's left of the island's 
coral. 

To this end, Thaddaeus, who opened 
his eight-chalet Coco's Island Resort near 
Kampong Genting on Tioman's west coast 
in 1991, has put special "grease tanks" in 
his kitchens and has dug underground sep- 
tic tanks and compost heaps to stop harm- 
ful effluents from running into the ocean. 
“We wanted to show that it is possible to 
build things without destroying the envi- 
ronment,” he says. 

To be fair, most of Tioman’s inshore 
coral was damaged years before the com- 
ing of the resorts. But even Thaddaeus ad- 
mits that rubbish and sewage from the 
projects are currently among the biggest 
killers of what remains. This is because 
coral polyps are sensitive organisms that 
need optimum water conditions to survive. 
“Some places take the boats late at night 
and dump the garbage into the sea,” he 
complains. “I get things running up on my 
beach all the time.” 

Much of the dumping is being done by 
workers without the knowledge of the re- 
sort operators. But critics emphasise that 
the environmental impact is the same, 
whether sanctioned by the owners or not. 

Pollution is also legally carried by sew- 
age pipes that empty directly into the 
ocean and results from the spillage from 
new resort construction sites. Tan insists 
he invested in a M$500,000 (US$195,000) 
sewage treatment system when he opened 
his resort several years ago. But experts say 
that even partly treated sewage can endan- 
ger coral beds by changing water salinity 
and promoting the growth of harmful ma- 
rine algae. 

Thaddaeus thinks the problem can be 
partly solved if the government would 
build a central rubbish disposal system for 
the island (which does not have one) in- 
stead of requiring developers to pack their 
solid waste and ship it by sea to Mersing 
in Johor, about 60 kilometres away. 

Another danger to Tioman’s coral is the 
scarring caused by the anchors of local 
tourist boats. Glass-bottom and even dive 
boats often stop over the best coral beds 
while their anchors scrape the fragile coral 
bottom like so many grappling hooks. But 
any damage caused by the boats is mini- 
mal compared to the havoc that has al- 
ready been wrought. 
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In the early 1980s, coral hunters began 
to hack away at the living slabs in Tioman 
and elsewhere in Malaysia using pick-axes 
— loading the coral into water-filled bags 
for shipment to aquarium enthusiasts or 
for processing into tourist souvenirs. 

The ban on coral harvesting by the Ma- 
laysian Government over the last decade 
has merely driven the problem under- 
ground. This is because live coral contin- 
ues to command a premium among ma- 
rine enthusiasts who use it as backdrops in 
tanks filled with brilliantly-coloured reef 
fish. The breathtaking tanks are not only 
status symbols in living rooms from Tokyo 
to New York — they are now much in de- 
mand in hotels, offices and even airports 
as "display furniture." 

One Kuala Lumpur supplier recently 
quoted a price of M$16,300 for a 150-gallon 
sea-water tank with fish, coral, cabinet and 
filtering equipment. The coral and assorted 
fish alone are valued at about M$4,500. The 
sets can cost twice as much in a western 
country. One Singapore wholesaler of ma- 
rine fishes and invertebrates estimates the 
trade grosses some S$1-5 million 
(US$730,000-3.6 million) annually for the 
republic's nearly 100 dealers. 

Few businessmen care to say exactly 


Maverick businessman William Thaddaeus. 


where their coral comes from. Harvesting 
it is still legal in Thailand and Indonesia, 
but marine industry sources confirm that 
illegal harvesting of coral and other reef 
life still occurs on a large scale in Malaysia. 
The plundering is most widespread off the 
east coast where Tioman is located. 
Malaysia's marine police have their 
hands full just keeping up with incidents 
of piracy, ship collisions and illegal treas- 
ure-hunting in local waters and have little 
time to tackle the coral problem. Banning 
the collection of coral and reef fishes 
throughout Asean might be one solution 
since the enforcement problem is compli- 
cated by the fact that it is impossible to tell 
whether coral indigenous to the entire 
South China Sea area actually comes from 
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a specific nation's territorial waters. But a 
marine police inspector cautions that "it is 
also very hard to arrest the coral harvesters 
because they are using very hi-tech equip- 
ment to get the coral out,” such as speed 
boats and scuba gear. 

From an economic viewpoint, the big- 
gest irony is that the resorts, which are ac- 
cused of damaging Tioman's coral, now 
depend on the reefs as the island's main 
tourist attraction. The resorts, in turn, are 
the most advanced economy to come to 
Tioman in 20 centuries. They are also the 
leading source of jobs for the island's less 
than 2,000 year-round residents, many of 
whom have incomes well below the offi- 
cial poverty line of M$350 per month. 

Past, present and future seem to have 
come full circle on Tioman — and eco-tour- 
ism seems to be the only way out. "When 
a society is geared toward saving its own 
environment,” argues Thaddaeus, "it be- 
comes important for us as developers to 
keep our property in good shape." 

This is a point that has not been lost 
even on big resort developers. “Т am will- 
ing to spend money to save the environ- 
ment," says Tan. "I only request that envi- 
ronmentalists be moderate and reasonable 
in their demands." 

Others, however, are still sceptical. Dr 
Linus Singham, a one-time seaweed farmer 
in Borneo and one of Tioman’s first resi- 
dent physicians, warns: ^The first thing the 
developers should remember is that there 
should not be any ecological upsets." 

While resort operators will find such 
mandates hard to meet, they may also get 
a helping hand from nature. Biologists say 
that much of the island's seemingly dead 
coral is not really dead. The process can 
take as long as 30 years but, under proper 
conditions, even apparently lifeless coral 
colonies can regenerate themselves. 

But first, says Sase Kumar, a marine bio- 
logist with the University of Malaya,“’the 
developers have to treat their sewage and 
not let it out into the reefs. They must also 
reduce the amount of sediment if they are 
doing construction." 

The stress on eliminating such condi- 
tions is vital, since Malaysia's record on the 
eco-tourism front is not very good. A re- 
cent study by the University of Agriculture 
Malaysia found that sediment discharged 
into the ocean by resort developers on 
Pulau Redang, another coral island off the 
coast of Terengganu about 350 kilometres 
north of Tioman, was in excess of what can 
be tolerated by marine life. 

The resort is being built by Berjaya, the 
same company that runs Vincent Tan's 
Tioman Island Resort. Tan says he is aware 
of the criticism but says somewhat defen- 
sively: ^When you have development there 
will be some off-flow. We cannot stop de- 
veloping the island because of the coral. 
Environmentalists should not expect us to 
do ridiculous things." " 


er | 


a ful ыы us acus 


ACRMEES ew = о а з IE Y 





BOOKS 


A tale of two Vietnams 





Two Cities: Hanoi and Saigon (LIS title: = 
After the War Was Over) by Neil Sheehan. 
Jonathan Cape, London. £14.99. US$17. 


On the road between Saigon and Bien 
Hao is a cemetery for soldiers of the South 
Vietnam army, killed during the bloody 
civil war. Originally intended to be South 
Vietnam's version of Arlington National 
Cemetery in the US, it now stands in a state 
of neglect, with grazing buffalo and goats 
the most frequent visitors. A decayed tab- 
let inside the cemetery's pagoda — the 
shrine to the dead — reads "the land of 
your ancestors will always be grateful," yet 
the men have seemingly been forgotten. 
Unified Vietnam, it seems, has yet to gain 
the confidence to bring the memory of 
these men in from the cold: 

Two Cities is an account of a 1989 visit to 
Vietnam, by Neil Sheehan, author of the 
much-praised A Bright Shining Lie. Travel- 
ling from north to south, Sheehan looks up 
old acquaintances, and meets others — on 
what had once been the other side of the 
divide — for the first time. 

An audience with General Vo Nguyen 
Giap, self-taught mastermind of Hanoi's 
military struggle, is particularly engaging. 
Giap displays a low-key, self-deprecatory 
manner, that only people who have been 
proved right by history can fully afford to 
. adopt. When told, in 1940, that the time 
had come for armed struggle, young Giap 
“went to the main library in Hanoi, [and] 
looked through an encyclopaedia for 
things military." Fourteen years later, he 
led his army to victory over the French at 
Dien Bien Phu. Recounting the shifting for- 
tunes of the liberation struggle, Giap 
. claims, “History isn't a straight line, it's like 

a boulevard." His life has also been one of 
shifting fortunes. In 1982 Giap was ejected 
from the Politburo, and has since watched 
his status gradually erode, but as Sheehan 

. notes, "He knew who he was and what he 
had done, and no one could take that away 
from him." 

Sheehan also met with Madame Thinh, 
born in 1911 and, though not a national 
hero like Giap, is rightly revered as a 
“mother of martyrs." The losses in her fam- 
ily stand as punctuation marks in Viet- 
nam's recent history: two children died 
during World War II, her husband — a 

doctor — was later killed tending Viet 

- Minh wounded while fighting the French, 
another son was killed advancing on Ha- 
noi, and her youngest son was killed dur- 
ing the Tet offensive of 1968 in the south. 
She was not told of her youngest son's 
. death until 1972, and both his body and 
that of her husband's have never been 





found. Her inability to give them a proper 
burial still troubles her. 

Following the unification of Vietnam in 
1975, Hanoi's leaders were justifiably “in a 
cocksure mood." “After all, they had de- 
feated the European coloniser and the 
greatest capitalist nation on earth." Ambi- 
tious plans for Vietnam’s socialist path to 
modernity — agricultural collectivisation 
and massive industrial growth, all centrally 
planned — went disastrously wrong in the 
first decade, and Le Duan and other "old 
guard" leaders were attributed the blame. 

The introduction of economic reform — 
doi moi — in the mid-1980s brought with it 
a vibrant free market and 
the return of numerous 
overseas Vietnamese look- 
ing for commercial opportu- 
nities. Sheehan met Tri, the 
son of a wealthy south Viet- 
namese family, who had left 
for the US one year before 
Saigon fell. Tri gave up his 
career in the Houston oil 
business and returned to 
Vietnam to manage a gem 
mine near the China border, 
а joint venture between his 
mother-in-law, a Thai gen- 
eral and an anonymous 
Vietnamese (probably a 
party cadre). Plagued by 
claim jumpers, Tri had even "signed a con- 
tract with the Vietnamese Army division 
for the area to guard" the mine. 

For thousands of state firms that have 
found themselves without the huge subsi- 
dies that previously kept their grossly un- 
profitable operations afloat, economic re- 
form has posed even greater challenges. 
The author asked the manager of one state 
firm, "What was worse . . . fighting the 
French in Interzone Five, the central coastal 
command where he had spent the first Vi- 
etnamese war for independence, or direct- 
ing a state factory during doi moi?" "It was 
easier in Interzone Five" was the reply, a 
feeling echoed by many of Hanoi's leaders, 
who have found winning the peace far 
more elusive than winning the war. 

In the south, Sheehan had been a war 
correspondent during much of the 1960s. 
Returning to Saigon, the author stayed in 
the Rex Hotel, once the "scene of the Five 
O'Clock Follies . . . the derisive nickname 
the press corps had coined for the military 
briefing each afternoon," where body 
counts and other quantifications of Ameri- 
ca's alleged war-winning were daily re- 
counted and cynically regurgitated. Mean- 
while, in the rural areas, Hanoi's military 
struggle was succeeding, led by men such 
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as Nguyen Van Linh, about whom little 
was known in the West until after 1975, 
the result of several nomes de plume, and 
lengthy secret activity in the south. Unlike 
many of his contemporaries, Linh was or- 
dered to stay behind in the south after 
1954, and was one of the lucky 20-25% that 
survived President Diem and the CIA's 
“winter of terror." 

Linh later became national party secre- 
tary, from which he stepped down in 1991, 
and has been recognised as one of the lead- 
ing lights in the "reformist camp" of the 
Hanoi leadership. Like Giap, he was 
ejected from the politburo in 1982, and 
again became party secretary for Saigon. 
During this stint, he was able to pilot his 
ideas on economic reform, which have 
since been adopted nationally. Linh's prag- 
matism is revealed in his claim to Sheehan 
that Hugo's Les Miserables was a greater 
motivating force than the 
works of Marx: "It touched 
the strings of my heart very 
directly — I was very 
moved." Ideological purity 
was rejected in favour of 
"socialism is success" by 
Linh, the man depicted as 
Vietnam's Gorbachov. 

The end of the civil war 
in 1975 did not mean the 
beginning of regional amity 
for Vietnam. In the words 
of a laconic Foreign Minis- 
try official, following the 
Vietnamese invasion of 
Cambodia in 1979, “the Chi- 
nese came to teach us a les- 
son — for the seventeenth time," by invad- 
ing northern Vietnam. The ill-experienced 
Chinese forces, however, found the local 
defence militia tougher than anticipated, 
and promptly withdrew when Hanoi's re- 
inforcements approached, casting some 
doubt over who taught whom a lesson. 
The subsequent "invasion" of Japanese 
business delegations to Vietnam has 
caused similar concern. Sheehan quotes a 
politburo member cryptically saying "the 
Japanese are the worst Chinese I know." 
Indeed, the author suggests that Hanoi's 
desire to normalise relations with Wash- 
ington is partly in order to have the US "as 
a political counterpoise to China and an 
economic counterpoise to Japan." 

The only weakness of the book is 
Sheehan's repeated depiction of Saigon — 
or rather, Ho Chi Minh City — in terms of 
what it was for him in the 1960s, rather 
than what it has become: the cutting edge 
of Vietnam's contemporary economic revo- 
lution. In contrast, his description of Ha- 
noi, of which he had little previous know- 
ledge, seems sharper and marginally less 
self-indulgent. W Nick Freeman 
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Orphan Warriors: Three Manchu 
Generations and the End of the Qing World 
by Pamela Kyle Crossley, Princeton 
University Press. US$37.50 


For centuries the Han Chinese never 
doubted that — to paraphrase the early 
philosopher Mencius — the ways and pre- 
cepts of China would change the most die- 
hard barbarians. As Mencius said, and as 
history proved, it never happened the 
other way round. 

The Qing dynasty is probably the most 
frequently cited case of the barbarian 
tamed. The Manchus, historians have ar- 
gued, were culturally inferior to the subject 
race and became in time thoroughly 
sinicised. Such generalisations, says Pamela 
Crossley, are due in large part to a discus- 
sion of Manchu assimilation in a 1957 
work, The Last Stand of 
Chinese Conservatism, by 
Mary Clabaugh Wright. 
Wright's thesis is that by 
the end of the Taiping 
wars in 1865, Manchus 
and Chinese were virtu- 
ally indistinguishable in 
their political aims and 
cultural outlook, a unity 
which found expression 
in the Tongzhi restoration 
after 1861. 

In this complex and 
persuasive study, 
Crossley, who teaches his- 
tory at Dartmouth Col- 
lege, takes issue with 
Wright's assumption that 
the Oing court reflected 
the condition of the Manchu population at 
large. To support her contention that 
Manchu distinctness was preserved and 
even reinforced by the turmoil of the 19th 
century, the author dissects the lives of 
three members of a banner (descendents of 
warriors who had founded the dynasty) 
family in Hangzhou. 

The story begins with Guancheng 
(1789-1843), whose ambitions lay in the 
civil rather than the military sphere. To all 
intents and purposes, he lived as a mem- 
ber of the literati, writing, publishing and 
later serving as a magistrate in Sichuan. 
This untrammelled existence was irrevoca- 
bly changed by the first Opium War, which 
burst upon the Zhejiang coast with such 
ferocity that more than 1,000 bannermen 
and their families were killed. After gen- 
erations of garrison duty, bannermen had 

all but lost their martial skills. Lao She, the 
writer, has alluded to the fondness for dil- 
ettante pastimes which characterised the 
Peking bannermen towards the end of the 
Qing: “They raised fish, birds, dogs, plants 
and flowers, and held cricket fights . . . 
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They didn’t have the strength to defend 
the borderlands or maintain their political 
power, but they developed a very intimate 
relationship with their pets and their cul- 
ture.” 

Bitter days followed for the bannermen. 
Military reforms were instituted to shrink 
the banner population, the sale of banner 
land to Chinese was legalised, and stipends 
to garrison officers were cut. The govern- 
ment reversed its two-centuries-old policy 
of segregation and allowed garrison resi- 
dents to enter trades and engage in busi- 
ness to supplement their reduced income. 
These developments, far from removing 
the last distinctions between Manchu and 
Chinese, forced the bannermen to confront 
their own identity. Whether they merged 
with Chinese society, or held on to their 
links with banner tradition, was now an 
active choice. 

Guancheng’s second son, Fengrui, 
chose to retain his banner status. In a lumi- 
nous portrait of a coura- 
geous yet intensely pri- 
vate man, Crossley traces 
Fengrui's life from his 
survival of the Taiping 
upheavals (which de- 
prived him of nearly all 
his family) to the twilight 
years of the Qing dynasty. 

While the violent anti- 
Manchu sentiment of the 
Taiping rebels imposed 
upon Fengrui and his 
family a stronger sense of 
their separateness, it was 
his son, Jinliang, who ar- 
rived at the idea of 
Manchu ethnicity. As the 
republican movement 
grew at the turn of the 
century, the concept of the Manchus as an 
ethnic group took shape. The author notes 
that Jinliang began to call his own people 
Manzu, the Manchu “race.” Nonetheless, 
he must have thought this self-perception 
somehow incomplete without its logical 
counterpart — the revival of a Manchu 
homeland in the Northeast, the realm of 
his ancestors. Even this wish, which Japan- 
ese ambitions eventually exploited in the 
establishment of Manchukuo, was unful- 
filled. Crossley observes that “Manchu eth- 
nicity is as intimately associated with the 
modernisation process in China as Chinese 
nationalism is accepted to be.” Perhaps the 
most teasing question thrown up by this 
book is whether China’s present efforts at 
modernisation will, unlike the previous oc- 
casion, lead unwittingly to exactly the op- 
posite result, by submerging the customs 
and heritages of all ethnic minorities in the 
onslaught of materialist culture. 

m May Holdsworth 


May Holdsworth is a freelance writer based in 
Hongkong. 
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Rising shares 


Globalisation of the Jakarta Stock Exchange 
by Robert Chua, Marzuki Usman, Suyanto 
Gondo Kusumo and Wong Kwei Cheong. 
Prentice Hall, Singapore. US$19.50. 


The story of the Jakarta Stock Exchange 
in the last four years is the perfect para- 
digm of both the successes and the grow- 
ing pains of an emerging Asian stockmar- 
ket. Until October 1988 the stockmarket 
was effectively off limits to foreign inves- 
tors besides being tightly controlled by 








Danareksa. There were 24 stocks listed | 
with an averge price-earnings ratio of 3. | 
Capitalisation of the market was less than | 


1% of Indonesia's GNP. 

Into this sleepy and forgotten corner of 
Asian finance blew the fresh winds of re- 
form headed by Marzuki Usman of 


BAPEPAM, the Indonesian capital market — | 


agency. Within 18 months the number of 
stocks listed had reached 124. The capitali- 
sation had grown from US$300 million to 
over $6 billion and the price-earnings ratio 
had reached а somewhat absurd 40. The 
success was reflected most of all in the 
number of major industrial companies and 
particularly Chinese owned and managed 
groups that came to the market for the first 
time and were willing to undergo the nec- 
essary regulation and disclosure concern- 
ing their financial position. 

Despite the sincere efforts of Usman 
and his staff at BAPEPAM to impose strict 
regulations on reporting standards, the In- 
donesian market proved a disappointment 


to many foreign investors because of the | 


frequency with which corporate earnings 
announcements fell short of the underwrit- 
ers' promises; and indeed there were some 
cases of fraud. The Jakarta Composite In- 
dex fell from its all time high of 682, in 
April 1990, to a low of 223, and today 
stands at around 300. у 

In an interview, Usman describes his 
hopes for the further development of the 
Jakarta capital market, in particular govern- 
ment plans to privatise many state owned 
companies in the next few years. It is antici- 
pated that by 1995 at least 300 companies 
will be listed on the Indonesian capital mar- 
ket, raising the capitalisation from the 
present US$17 billion to the level of Bang- 
kok, with around US$35 billion. 

The growing competition for capital in 
the 1990s is spreading not only to the 
emerging markets of East and South Asia 


Лу, АА 


and South America, but also to China апа | 


Russia. The rigorous demands of the mar- 
ketplace for high returns on this capital will 
compel Indonesia, like the other emerging 
capital markets, to respond with adequate 
securities legislation. ш Robert Lloyd George 


Robert Lloyd George is director of Lloyd George 
Management in Hongkong. 
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OF THE CHICKEN 
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CONSULT THE MONKEY 


n understanding of events and developments during the 
year of the monkey (1992) will provide a winning edge 
for those seeking success in Asia during the year of 
the chicken (1993). Business, financial and political 
outlooks have altered in the wake of dramatic changes sweeping 
through the region. Accurate information 0 

is critical. For 84 years business leaders, scholars and m TAID 
politicians from around the world have relied on the Far fa YN 
Eastern Economic Review's Asia Yearbook for vital » | 
information on the ever-changing political, social and 8 b 
economic scenes. As the world has changed, so too has the es 
Asia Yearbook. The 1993 Yearbook includes a chapter on the 
newly independent Central Asian republies and once again ен 
provides in-depth strategic statistics on the military power ЩИ 
of all Asian countries. Order your copy today. 
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An unruly Rooster 


THE YEAR OF THE MONKEY lived up to its promise for investors. 
It proved a treacherous period for those who got their timing 
wrong. The Year of the Rooster looks as if it might prove 
equally cantankerous, with so many hopes pinned on a strong 
economic recovery in an America that is burdened by debts 
and deficits. 

In this second, quarterly issue of the REVIEW’s relaunched 
personal-finance supplement, Where To Put Your Money, we 


talk to a roundtable panel of four top institutional investors. 
They give their views on which markets to invest in during 
1993. 

In addition, there are seven pages of tables containing the 
top-performing funds over the past year, including three equi- 
ties funds that gave a return exceeding 50%. We take a closer 
look at the Japanese stockmarket and consider whether it is 
over the worst, having fallen by 55% over the past three years. 

Then there is Hongkong. Will the boom continue to echo in 
1993, or will politics cast a pall over the market? And to round 
off the supplement, we publish our off-beat list of how much 
goods and services cost around the region. 


How the experts see it 


Among the tips: Hongkong Hutchison, South Korea's Posco 


HERE ARE THE US and Japanese 

economies headed in 1993? 

Those were among the leading 

questions when the REVIEW re- 
convened its panel of senior investment 
managers for a roundtable discussion of 
prospects for the year ahead. 

The returning participants were Eliza- 
beth Tran, managing director of Prudential 
Asia Fund Management; William 
Ebsworth, managing director of Fidelity 
Investments Southeast Asia; and Laurent 
Roux, managing director of Pictet (Asia). 
Tammy Chow, senior fund manager at 
Credit Lyonnais International Asset Man- 
agement, joined the panel for the first time. 

The panellists met on 11 December, 
with Democrat Bill Clinton's win in the US 
presidential election still fresh in every- 
one's mind. So the REVIEW began by ask- 
ing the participants what they thought of 
the prospects for the US economy. 

Tran: The dollar is being held down by 
uncertainties over US fiscal policy and the 
fact that the US merchandise trade deficit 
will probably exceed US$80 billion. If the 
US recovery picks up next year and Japan 
and Europe continue to slow down, then 
Washington cannot afford to have a higher 
dollar because the trade deficit is going to 
balloon again. But the foreign-exchange 
markets have anticipated further moves by 
the German central bank to narrow the in- 
terest-rate differential between Germany 
and the US. 

Ebsworth: American investors are still a 
little concerned about an anaemic or even 
false recovery — just look at the behaviour 
of retail stocks. You do not yet have the 
pace of jobs creation or credit growth we 
should be seeing in a healthy recovery. 

Roux: | would say that you have al- 
ready had an upward correction in dollar 
yields and that the potential for a bigger 
move is limited because inflation should 
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remain low at around 3.5%. Clinton and 
the Congress need to stimulate economic 
recovery without frightening the bond 
market. 

Chow: When the US elected Kennedy, 
Carter and Reagan, the president intro- 
duced a very stimulative policy. But this 
time I think Clinton is limited by the huge 
size of the budget deficit. So I think it will 
be a mild recovery, from 1.9% economic 
growth in 1992 to 2.3% in 1993. The US 
currency will strengthen because sentiment 
is still quite negative towards European 
currencies. Interest rates can only go down 
in Europe, but there is room for US rates to 
go up. 

Review: What's your forecast for the 
yen? 
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Chow: | think it will weaken against the 
US dollar, because the official discount rate 
in Japan will be cut a number of times in 
the next year, and may eventually bottom 
out at 1.75%. In view of this, I think the 
yen will weaken in the short term. 

Tran: 1 have the opposite view, because 
of the way that Japan's trade surplus is 
running. We are looking for economic 
growth in Japan of 1-2% next year. So with 
a very weak domestic economy in Japan 
and with even only a slight recovery in the 
US, there will be an explosion in the 
Japanese trade surplus. I just don't see how 
the yen could weaken in those circum- 
stances. 

Ebsworth: Japan's failure to face reality 
on real-estate prices presents a problem 
particularly for the banks, which account 
for a third of the stockmarket index. But 
our Tokyo analysts still find a lot of value 
in selected stocks. We favour blue chips 
such as Sony and Matsushita, whose mar- 
ket capitalisation is four times cash flow, 
half their book value and a small fraction 
of their sales. They each have a global fran- 
chise and will emerge stronger from the 
current slump. Toyota is a little more ex- 
pensive but is also attractive. 

Chow: The Japanese export sector will 
be one of the few positive aspects, so the 
consumer-electronics firms will do well. 
I'm very sceptical about the true level of 
the Y10.7-trillion public-works spending, 
because a lot of projects are exaggerated in 
size. It is estimated that the actual impact 
of the package on the economy is only Y5 
trillion. So I rate highly a firm such as 
Nihon Cement, which is not dependent on 
individual projects. 

Review: What do you see as the 
downside risk in Japan? Is there now a 
floor? 

Roux: 1 would say 14,000-14,500 on the 
Nikkei stock index would probably be the 
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number that most of us would give you. I 
think it eventually will go higher. There's 
more upside potential than downside in 
Japan over the next year, due to lower in- 
terest rates, restructuring, and gradually 
improving corporate earnings. 

Chow: І would say 14,000 is the 
downside, provided there's no further bad 
news about asset deflation. On the upside, 
I think there's very strong resistance to 
moving above 20,000. It is still difficult to 
justify buying Japan on fundamental 
grounds when the average prospective 
market multiple is above 50 times. 

Tran: It is hard to make a case for the 





Elizabeth Tran was born in Vietnam, 
left for England at the age of 10 and 
returned to Asia in 1980, first as a 
banker. Tran has been with 

. Prudential Asia since 1988. 


market on fundamental grounds in terms 
of earnings growth. But it seems to us that 
the line is being drawn at 16,000. That's 
where the pension funds buy. So barring a 
political disaster, such as tough protection- 
ist measures from the Clinton administra- 
tion, we think it's going to hold there. 

Review: Is infrastructure a theme in 
your stock selection? 

Tran: | think infrastructure has been а 
theme all over Asia since 1990, not just in 
Japan. China's needs have also come into 
focus. Telekoms Malaysia, Posco of South 
Korea and Thailand's Siam Cement are 
beneficiaries. 

Ebsworth: There are four reasons why 
the developing countries of East Asia are 
growing, despite a recession in the rest of 
the world: rising infrastructure spending, 
structural increases in domestic consump- 
tion, China's economic reforms and the 
growing trade within the region. 

Roux: Our view is that economic 
growth has been slowing in Asia. Rising 
infrastructure spending is expected to con- 
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tinue in Asia, but with it may come greater 
capital requirements and higher taxes. 

Chow: For both South Korea and Tai- 
wan, export growth has slowed. In fact the 
only country with potential for rapid 
growth is China. Other countries face big 
bottlenecks, such as labour shortages. 

Ebsworth: Asia will slow down but it 
still offers the most consistently high 
growth in the world, and valuations have 
come way back from the extremes of the 
19805 to levels that are very attractive com- 
pared with Japan, the US and Europe. 

Roux: One positive aspect about this is 
that if the slowdown continues in Asia, it 
means that interest rates can keep coming 
down. They have already done so in places 
such as Thailand, South Korea, Indonesia 
and the Philippines. Malaysia should be 
next. 

Review: Looking at South Korea, how 
would you approach that market? 

Roux: If interest rates are going to con- 
tinue moving downwards, financial, con- 
sumer and infrastructure stocks should 
benefit. But as a foreign investor, there are 
limits as to how much you can buy. 

Ebsworth: South Korea offers good 
value in selected stocks. The problem is 
that the most attractive stocks have reached 
their 10% foreign-ownership limitation, 
which is onerously low. Hyundai Motor is 
an example. But you can buy it offshore in 
the form of a global depositary receipt at a 
15% premium to the underlying stock 
price. The actual stock is valued at 14% of 
sales per share, one times cash-flow per 
share and 10 times earnings. 

There will also be some speculative ex- 
citement about the potential for South Ko- 
rean companies to exploit neighbouring 
China's low-cost labour. Wages in China 
are as low as a fifteenth of South Korea's, 
and you're seeing a trickle of manufactur- 
ing investment from South Korea to north- 
ern China. 

Review: Which are the companies that 
might benefit from closer economic rela- 
tions between China and South Korea? 

Ebsworth: Posco, the steel producer, is 
an example. They've just established a joint 
venture and are building a cold-rolling mill 
in China that should come on-stream in 
two years. 

Chow: As for China plays in Taiwan, 
take President Enterprises, for example. 
They have shifted some of their food- 
manufacturing facilities into mainland 
China. The company aims to sell its food 
products in China in the future. Generally, 
though, the problem with a lot of these 
“China concept" stocks is that we should 
underline the word "concept". But I think 
it is a valid investment theme, in the same 
way that infrastructure plays are. But you 
have to be careful. 

Review: How do you play China and 
what are the stocks that you look at? 

Tran: You can buy steel companies — 
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Posco, of course, and other steel companies 
in South Korea which would be beneficiar- 
ies of increased exports to China. Obvi- 
ously, Hongkong is a good market in 
which you can find China plays. You have 
to look at how significant the China busi- 
ness might be to the individual firm. But 
Hongkong stocks such as New World De- 
velopment and Hutchison Whampoa are 
legitimate "China concept" stocks. 

Review: When the panel last met, if 
there was one stock you did not like, it was 
Hutchison. Is the new perception purely 
because of its involvement in the Shanghai 
container terminal that’s now under con- 
struction? 

Tran: No, I don't think so. The stock has 
under-performed the Hang Seng Index by 
40% over the last three years. There have 
been two problems with Hutchison. One 
was the telecommunications activities in 
Britain and the second was the covered 
warrants, a technical factor. Now, both of 
those are likely to change next year — first, 
because there's been a change in strategy 
at the company, and second, because the 
last covered warrant expires in May. 

Review: But let's talk a little bit about 
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William Ebsworth, an American, 
joined Fidelity Investments in 1984. 
He managed the firm's Pacific Basin 
Fund from Tokyo and moved to 
Hongkong in 1990. 


the political-risk factor between Hongkong 
and China. How much political risk is 
there, and is the risk greater for Hongkong 
or for China? [Hongkong is caught in a 
war of words with China over proposals 
for greater democracy in the British 
colony.] 

Chow: It’s definitely greater for Hong- 
kong. I personally think that there'll be 
some kind of solution in February. I think 
the Hongkong Government is more likely 
to back down than China because the Chi- 


31 


С N3HOf аыунызо 





= WHERE IU РЕТ YOUR MONEY — 





























nese would not give away their principles. 

Tran: | agree that China regards sover- 
eignty and Communist Party control over 
Chinese affairs as more important than 
trade. Renewal of China’s most-favoured- 
nation trading status with the US is the 
most important hurdle next year. But the 
removal of МЕМ will unfortunately have its 
greatest impact on Hongkong and south- 
ern China. That’s why investors have 
rushed into domestic China stocks recently. 

Review: Let’s look now at Indonesia. 
The closure of Bank Summa in mid-De- 
cember underscores the problems in the 
country. How worried are you about Indo- 
nesia? 

Ebsworth: The lesson in Indonesia is 
that “big cap” doesn’t necessarily mean 
blue-chip. So, our Indonesia fund manager 
looks for true blue chips among the me- 
dium-sized companies with strong man- 
agements, product niches and balance 
sheets. Our managers like Voksel Electric, 
a maker of power and telecoms cables, 
Dankos Laboratories, in pharmaceuticals, 
and Indorama, a synthetic-yarn producer. 

Roux: We have been looking at Indone- 
sia from afar, very cautiously. The macro- 
economic numbers are gradually improv- 
ing, and interest rates are coming down. 
By the second half of 1993, Indonesia’s cor- 
porate picture may also improve. I think 
the key in Indonesia is whether or not the 
interest rates keep falling and corporate fi- 
nancial health improves. 

Review: Гуе heard mixed things from 
all of you about Malaysia. On the one 
hand, export growth is sound; on the other 
hand, inflation is a problem. What's your 
view? 

Roux: All those things are true, but cor- 
porate earnings are still growing if you 
look at the blue chips like the conglomer- 
ate Sime Darby and the power company 
Tenaga Nasional. Again, it is really a ques- 
tion of timing. When interest rates go 
down, the market will start to move. 

Ebsworth: The Kuala Lumpur market 
was one of the best performing in the 
world this year. Malaysia’s exports are the 
second-fastest growing in the region, be- 
hind Hongkong-China, and infrastructure- 
spending growth is strong. In addition to 
some of the construction companies and 
manufacturers, our analysts like UMW, a 
Toyota and Komatsu distributor that’s 
made a successful diversification into 
heavy engineering. 

Review: Let's move on to Singapore. Do 
you feel that there is an element of political 
risk that needs to be taken into account 
now that the two deputy prime ministers, 
Lee Hsien Loong and Ong Teng Cheong, 
have cancer? 

Roux: I don't think so. We don't look at 
Singapore as a political risk. 

Tran: It's not a market factor. 

Ebsworth: Singapore's strong civil ser- 
vice mitigates the risk to its system from 
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one or two politicians being incapacitated. 

Roux: The real question for Singapore 
as a performer next year is whether the US 
economy is going to continue to improve 
the way it's done in the last three or four 
months. 

Tran: Prime Minister Goh Chok Tong is 
perceived to be more liberal than the Lees. 
And one could argue that if Singapore re- 
laxes, while Hongkong under a Chinese 
administration restricts, Singapore could 
grow as an international financial centre at 
Hongkong's expense. 

Review: So would you play the bank 
stocks in Singapore? 

Ebsworth: That's one big problem with 
Singapore, because if there is a US recov- 
ery, most of the Singapore beneficiaries 
aren't listed there. They're branches of ma- 





jor multinationals. 

Chow: So you just end up buying banks 
as a proxy for the economy. 

Ebsworth: Singapore's one market that 
could benefit from a greater supply of stock 
or companies listing their equities on the 
market. 

Tran: 1 agree whole-heartedly, and the 
listing of Singapore Telecoms is a wel- 
come development. 

Review: The Thai stockmarket has been 
very treacherous in the fourth quarter. 
Where do we go from here? Is October 
more an indicator of the future, when the 
market was up, or November, when stocks 
were down? 

Ebsworth: The finance companies were 
the big beneficiaries of the recent rally, and 
they're about as big a part of the index as 
the banks. So deciding to be in or out of 
them is a big decision in terms of relative 
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performance. The big question here is 
whether market trading volumes have 
peaked, because so much of the finance 
companies' earnings come from broking 
commissions. 

Tran: There seems to be unbridled opti- 
mism about the Thai economy, as if it's 
going to get the best of all possible worlds. 
I'm not sure I buy the degree of optimism. 

Chow: It's not my favourite market but 
I still remain positive about it. 

Ebsworth: Our analysts still like Bang- 
kok Bank and Thai Farmers Bank. Thai 
Farmers sells at under nine times prospec- 
tive earnings, which are growing at nearly 
15%. It has one of the industry's lowest 
property-loan exposures and is among the 
most active banks in developing its fee- 
based businesses. As for industry, Thailand 
is no longer a low-cost producer in many 
areas. So industry's got to move upmarket 
to more sophisticated and high value- 
added production. This affects firms such 
as Pan-Asia Footwear and Bangkok Rub- 
ber. 

Review: What about Philippine stocks? 

Roux: We would focus on two or three 
selected stocks such as San Miguel, Phi- 
lippine Long-Distance Telephone, Philip- 
pine National Bank or Robinsons. 

Ebsworth: The Philippines has Singa- 
pore's problem, magnified. Five stocks 
(Ayala Land, Ayala Corp., San Miguel, 
PLDT and PNB) account for nearly 90% of 
the index. I asked a Philippines-economics 
expert whether there is much scope for pri- 
vatisation. He said: "Not really, because 
most of the big companies are profitable, 
family-owned monopolies and they don't 
want the glare of publicity that comes with 
a share listing." 

Review: What about the prospects in 
Europe? 

Roux: Europe is still in a state of flux. 
Judging by what the German central bank 
has been saying recently, it looks like 
there's going to be a delay in cutting inter- 
est rates in Germany. They've still got a lot 
of inflationary pressures there, and the cen- 
tral bank wants to see more fiscal austerity 
from the government. 

The really crucial question now is what 
happens to the Danish krone and the 
French franc. If the krone comes under a 
lot of selling pressure, the next currency 
that will be looked at in this way is France. 
But we believe that interest rates in France 
are going to come down because the 
economy is slowing down. Some French 
stocks we like include Pechiney, Rhone 
Poulenc, and Alcatel. 

Earnings growth next year for German 
listed companies will probably be minus 
5% overall. If you look at Belgium, it will 
be plus 15%, Sweden plus 40%, Switzer- 
land plus 20%, France plus 15%, Spain plus 
5-10%, Italy plus 5%. 

If you take a bottom-up approach in 
Europe, you can come up with some great 
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mee’ South Fast Asia Fund _ 
МЕСІ Combined. Pacific index | 


кан ASEAN Fund | 


| "Háclity HM Kong & China Fund 
; Hang Seng Index. 











available to FEER 
return the 


The special 296 discount is only 
readers. For further information, 
coupon, or call us on 


848 1000 


7 Past Performance is no guarantee of future returns and investors are reminded 

that the price of units in a bond fund can go down as well as up. 
Source: Micropal and Fidelity investments, *1st Dec 1991 to 1м Dec 1992. "Since Ist Оа 1999. 
АЙ figures in US$ 
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_ Shortly before it went public. Having tested | 
the product, he met the chairman. "The | 
ompany had a track record and a struc- 





«on the board." 


| after receiving a tie made by the company | 


| e ө e кп à 
Bottom-fishing in Japan 
e,” he recalls. “The chairman had the | 
- tight connections and none of his sons was | 



































| By Henny Sender 


Other preferred buys of Phillips have | 


_ been in the financial sector. He is particu- 





с up 77% while the market rose only 12%. 
^ His reason: JCG declined to lend him 
` money. And when he wanted to put down 


cash for another transaction, JCG also re- | 
fused to deal with him because he lacked | 


A introduction from an existing customer 
Не firm. That told him the credit con- 
s of the subsidiary of the Malaysian 
ank were good. 
The sector he is most bearish on at the 
отпелі is property development, which 
has underperformed already and will 
ntinue to underperform," Phillips pre- 
cts. “There is an overhang in the second- 
ary market.” Phillips’ biggest mistake of 
е year was in property: he took a stake in 
ian An China Investments, which was 
trading at HK$3.90 in June and 
has since plunged to.HK$2.20. 
< o Бог those who must have 
"property shares, he recom- 
mends Sun Hung Kai Proper- 
ties and New World Develop- 
ment. He likes the former be- 
use it is well-managed and 
latter because the losses at 
television company ATV have 
been stemmed and the com- 
pany has a solid China strategy, 
though Phillips still questions 
quality of its earnings. 
Now Phillips must uncover 
potential China plays that the 
market has not yet discovered. 
One such candidate is Sime 
Darby Hong Kong, which has 
_ the distribution rights for Mit- 
` subishi and BMW vehicles. At 
«some point, Sime Darby is ex- 
pected to start selling into 
. China. And since the stock is still trading | 
“аға reasonable price-earnings ratio of 10, 
the risk-return ratio is attractive as well. 



























_ (Needless to say, Phillips has taken the pre- | 


_ cautionary step of posing às a potential 
customer to determine how healthy the 
_ Hongkong business is at the moment.) 
Another potential China play is televi- 
. Sion company ТУВ, which can be received 
across the border. While the market skid- 
| ded 20%, the stock moved up 6% in recent 
. weeks. “It's thinly traded and the story is 
just starting to come out,” says the fund 
manager. Another media play is South 
"China Morning Post Holdings, whose 
parent, News Corp., used to show movies 








-in China. Besides, where else do you go to | 


look for a new job than the Post? n 


зв 


larly fond of JCG Finance, which he | 
bought at HK$1.32 (US 17 cents) and rode | 


coming more visible in Japan. Even 
on a Friday night, the karaoke bars 
are half empty and the taxis readily avail- 
able. Recession does not, however, provide 
clues to the direction of the stockmarket. 
Fund managers had a difficult 1992. Vir- 
tually no fund manager got it right when 
the market dropped below 14200 on 14 
August, and few got it right when the mar- 
ket then recovered in a breathless rally that 
took the Nikkei index to over 17,000. And 
now, with the market at around 17,400, the 
fund managers of consensus-oriented Ja- 
| pan disagree about what the next move 
| will be. 
In mid-November, when the market fell 
through the 16,000 level, the government 
| was quick to orchestrate buying from trust 
banks. “It is clear that the government has 


| Т- SIGNS OF RECESSION are daily be- 


---- Japanese Yen 
—— Deutschemark 
—— Australian dollar 





| put a floor in,” says Hugh Simon, manag- 
| ing director of East Asia Hamon Asset 
| Management. "They're willing to defend 
| the market; they are ratcheting the bottom 
up.” That, however, does not mean the 
Japanese market is an automatic buy. "You 
can't say there's no downside," Simon 
points out. “It’s not yet a cheap market." 
Given the fact that Japan is still expensive, 
the risk/return ratio does not favour 
shares. 
But that may be more of a reflection of 
; the tremendous volatility rather than the 
expected performance of shares. Take the 
banks, for example. They were sold so 
heavily in April that some lost 3096 of their 
_ market capitalisation in a few days. There 
' were sound reasons for the sell-off, notably 
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the troubled real-estate and non-bank loans 
in the portfolios. Still, that did not stop the 
Japanese banks from rallying by an equally 
significant margin four months later. “Тһе 
banks are too dangerous," says Simon. 
"The risk-versus-reward in that sector is 
horrendous." 

Corporate earnings are expected to be 
dismal this fiscal year, which ends on 31 
March. Estimates range from down 20-40% 
to up a mere 596. Consumption and capital 
expenditure, the two pillars of the coun- 
try's economy, remain weak. (Consump- 
tion has been dramatically weak for only a 
few months, suggesting it will take a while 
to recover.) When fund manager Carmel 
Peters of Rothschild Asset Management 
went in April to visit Rohm, an electronic 
parts manufacturer, things were bad. 
When she returned in November, things 
were even worse. But once 
again, the economy does not al- 
ways provide a useful clue to 
the direction of the stockmar- 
ket. 

To Simon Fraser, a London- 

based fund manager for Fidel- 
ity, the message is not to avoid 
Japan. It is to avoid exposure to 
capital-spending апа con- 
sumer-related companies. "In 
the depth of the bear market, 
everything went down to- 
gether,” he observes. “All you 
could hope for was relative per- 
formance — to avoid the worst. 
Now things have stabilised; the 
good picks can go up in rela- 
tive and absolute terms." 
.. In some ways the optimism 
is almost perverse. А weak 
economy means less capital in- 
vestment. It also means interest 
rates will come down, which means, in 
turn, that fixed-income yields will become 
less attractive. Many of Fraser's holdings 
reflect a belief in easier monetary policy 
and a stimulative fiscal policy. 

Among companies exposed to the in- 
terest-rate cycle, one favourite is leasing 
company Orix. At its peak three years ago, 
the stock climbed to over Y7,000 (US$56.45); 
in recent weeks it dropped below Y2,000. 
Yet, parent-company earnings jumped 80% 
in the first half, Fraser notes, as its borrow- 
ing costs dropped and its profit margins 
widened. 

He is also impressed by the manage- 
ment's constant reappraisal of its portfolio, 
which he believes is conservatively 
collateralised. Fraser tries to steer clear. of 
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{һе large banks; he prefers. stockbrokers 
such as Nomura and second-tier Kokusai 
Securities, which do not have an overload 
of bad debts to work through. 

Given the expected boost in govern- 
ment spending, Fraser also likes public 
works-related companies that have man- 
aged to resist the general downtrend in 
share prices. He holds Nikko, which 
makes the equipment that produces as- 
phalt. and commands an 80% share of the 








o Like other fund managers, Fraser be- 
leves. exporters' fortunes are about to im- 
"prove, but he is selective about the sector. 
Currently he favours niche players, such 
as Mitsumi Electric, which supplies com- 
ponents to personal computer manufactur- 
ers in the US, including Apple, and Fuji 
Machinery, which produces the machines 
that place components on the PC boards. 
Fuji Machinery's export orders to the US 
doubled in the first half of 1992. 

"Pharmaceutical stocks have also held up 
well: Sumitomo Pharmaceutical is а pri- 
vate company that has developed Inter- 
feron, a treatment for hepatitis-C. Exposure 
to the company can be obtained by invest- 
ing in either Sumitomo Chemical or 
Inabata, which owns а 25% stake. Dai-Ichi 
Pharmaceutical is also attractive. 

Fraser also takes an optimistic, albeit 
longer-term, view Оп the efforts of Japan 


Inc. to slim down. Companies that spent | 
excessively during the bubble years have а | 
lot of room to cut back in these troubled 
times. Even a small reduction in costs can 
have a big incremental impact on profits. | 
The giants of Japan Inc. such as Matsu- 
shita Electric Industrial or Omron will re- 
vert to an earlier, leaner form. | 

Some are even more optimistic than | 
Fraser. Francis Pike, head of Invesco MIM | 
Asia's Tokyo office, is a positive bull by | 
comparison with most of his peers, "The | 
bears are being squeezed out of the mar- | 


ket,” he contends. "In 1993, the Japanese | 


market will go up; you'll see the first posi- | 
tive returns from Tokyo in three years.’ 

Pike believes the banks have been oversold 
drastically. “Ав further cuts in interest rates 
come through, the margins on the Japan- 
ese banks' working business will be up 
dramatically," he predicts. "In a year, we'll 


all think we should have bought in August | 
| company. 


of 1992." 
It still is not too late. The stockmarket, 


Pike points out, usually starts to rise while | 
corporate earnings are still declining. The | 
current average price-earnings ratio of 50 | 


may not be cheap but in hindsight it may 
appear so. Meanwhile, says Fidelity's 
Fraser, "at least you can find enough com- 


panies which can grow; m сап find | 
s been a | 
while. в. 


enough to make a portfolio." 


Possibl 


How to 
buy funds 


: By Nigel Holloway 


| scale. 
| say, Hongkong equities, it will buy ат 


| authorised funds cannot invest more | 


| as fast as that particular share. Lower risk 
usually means lower returns, : 































Asia for many years, but have beco 
widely available only recently. Th 
funds enable individual investors to diver- 
sify their risks and to achieve economies 


D FUNDS have been sold i 


If the fund has been set up to inves 
of stocks in that market. Most prop 


10% of their money in any one stock аг 
cannot own more than 10% of any o 


This means that if a listed company 1 
which the fund is invested goes bust, th 
investor does not lose all his money. But it 
also means that if a stock far outperforms 
the rest of the market, the fund cannot rise 


Now, consider the matter of costs. Eac 
time an investor buys or sells some shares 
he has to рау a commission to a stockbre 








Asia's best investment 
Op р ortunity' Wardley 


growth through an active investment policy. 


markets of tbe Asian region, excluding Japan. 


pitfalls of only investing in one particular area. 





Tbe Wardley South East Asia Trust is specifically 
aimed at achieving strong, steady long-term capital 


At Wardley Investment Services, we achieve this by 
diversifying our investments in the different equity 





Asia's best investment opportunities telephone us on 
Hong Kong 847 9090 or just fax your business card on 
Hong Kong 845 2024, or write to us at: i 
Wardley Investment Services (Hong Kong) Limited, 
12tb Floor. BA Tower, 12 Harcourt Road, Central, 
Hong Kong. 


Investment Services Limited 


member HSBC «X g 










This way we, and you, avoid the dangers and 


A clase look at our cbart confirms tbe continuing suc- 
cess of the Wardley approach and our South East Asia Trust , 
if you would like to know more about one of 


THE WARDLEY SOUTH EAST ASIA TRUST 
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In the world of investment you can always trust: 
Wardley Investment Services, 

Investors in unit trusts are reminded that the price.of 
units and income from them may go down as well as ир, : 
and past performance is no guide to the future. THK- 


[ОТА | 


КЕЛЕТІНІ 
ралды ы 


























` free of charge, but costs are spread over 
"many investors. This usually makes it 
“cheaper to buy into a fund than to invest in 


those seeking overseas assets. 


Investments intended to help accumu- | 


late capital are usually directed at equities 
Ог, less often, commodities or derivatives 

(such as traded options and warrants). А1- 
_ ternatively, the aim may be to yield a 


‘ker and in some countries must also pay | 
_ Stamp duty. Investment funds do not come | 


What the fund tables say 


shares and bonds directly, especially for | 
| I N THE SECOND of our quarterly reports 


stream of income. Appropriate vehicles for | 
gaining a high income mainly consist of | 
| tor. Only one bond category is presented; 
| its funds invest in fixed-income securities 
Still another variation comprises bal- | 
-anced funds, which invest in different | 
. kinds of assets such as cash, bonds and | 
equities. In this case, the fund manager | 
shifts between assets on behalf of the in- | 


; currency and money-market funds or bond 
funds. 


vestor. And then there is the umbrella 
“fund, under which the investor can switch 
«between funds at a reduced cost. 

To serve the market for international 
investors and reduce the taxes charged 
against funds, many "offshore" funds set 
- up in low-tax centres such as Luxembourg, 
- Hongkong and Bermuda. The funds usu- 
ally have representative offices throughout 


| “Far East” (East Asia and Aus- 
tralasia). One includes funds 


| excludes them. Further afield, 


_ the world that offer investors the chance to | 
buy and sell units conveniently. There are | 


at least 2,500 of these funds officially 


| only British equities). 


registered in one offshore centre or another | 


and the REVIEW has selected enough cat- 


,.egories to be able to track more than 1,000 | 


of them. 

In the Asian time zones, Tokyo, Sydney 
апа Hongkong have the largest fund-man- 
agement centres. But lightly taxed Hong- 
‘kong is the only one offering funds for 

international investors. 

2-2 Many Asian investors buy offshore 

‚ funds because of a limited choice of locally 
registered ones. Іп many countries, such as 
Malaysia and Indonesia, only the govern- 
ment can offer funds to local people. Offi- 
cially, there is nothing to stop Asian inves- 
оте from buying offshore funds, as long as 


; such as the US and Britain are 
| excluded because they are 
| Subject to levies such as a divi- 
| dend withholding tax. The ta- 


| istered with the Hongkong 


_their home country does not operate ex- | 


Shange controls. 


“Бог investors without a financial ad- | 


А viser, the best route is to contact the fund- 


| over the past year. Equity cat- 


management company directly or the | 


^ Hongkong Unit Trust Association, which 
¿will help put them in touch with the rele- 


| fewer) 
; number of funds in the cat- 


vant firm. The telephone number of the | 


association is (852) 537 9912 and the fax 
number is (852) 877 8827. 
Whatever the fund and however repu- 


additional costs that are not included in 

















on investment-fund performance, we 

publish seven pages of tables contain- 
ing information on 23 different categories 
of funds. Of these, 19 are pure equity plays, 
with 13 covering equities in Asian time 
zones. This bias is designed to reflect the 
likely preferences of the Asian-based inves- 


anywhere in the world. All returns are cal- 
culated in US dollars and almost all of the 
funds are open-ended. 

The first two categories in 
the tables contain equity funds 
that invest anywhere in the 


that invest in Japan, the other 
we have selected three catego- 


ries of funds for North 
America and two for Europe 






added a final column to the tables to show 
their volatility against the average perform- 
ance of funds in their category. The volatil- 
ity is represented by the numbers 1 to 4: 
the higher the number, the higher the risk. 
(The figures are based on the standard de- 
viation of each fund over a three-year pe- 
riod.) As a further indication of risk and 
reward, we have charted the average vola- 
tility of funds in each category against their 
average return. 

Normally, it would be expected that the 

higher the risk, the higher the reward. In 





(in the latter case, funds that 





invest in the whole of Europe 
and those that buy and sell 


| 99.53 | 
| 49.40 
| 35.22 








The 23 categories contain a 





total of 1,174 offshore funds. 


31.49 
29.66 | 





Funds registered in countries 


| 25.79 





| g 
| 2408 | 





Emerging markets equities 


(| 21.67 





Far East (exc. Japan) equities 


| 19.18 





Malaysia & Singapore equities 





bles show the total percentage 


| 18.28 | 
| 12.54 





return — that is, the capital 


Australia & New Zealand equities 





gain plus the dividend or in- 
terest reinvested — achieved 


Asean equities 





[ 1246 | 
(719 |. 





Europe equities 


-5.53 | 5.07 





by the funds over the past 
three months, 12 months, 


Far East (inc. Japan) equities 


-5.63 | 5.59 





three vears and five years. 


3.68 





Funds shown in bold are reg- 


27.04 | 5.00 





| | 
14.05 

| 

| 


8.01 





Unit Trust Association. 


Philippines equities 


| -35.03 


|4149 | 9.75 





The funds are ranked ac- 


Indonesia equities 


74604 6.57 





cording to their performance 


South Korea equities 


[ALSA | | 8.77 








egories rank the top 15 (or 
funds. The total 


egory, and their average per- 


; formance, is given near the bottom of the 
; table. The performance of the relevant 
| _ stock index is also shown for comparison. 
table the manager, investors should read | 
the prospectuses carefully. There may be | 
; This is the price at which the fund man- 
the annual management fee (such as trus- | 
“ее charges and custodian costs), and some | 
"companies levy a performance fee if the | 
-fund exceeds a certain target — even | 
"though they do not pay money back if it | 
"underperforms. " 


The return is based on changes in the 
price of a unit on an offer-to-offer basis. 


ager was prepared to sell units, say, a year 
ago, compared with the sale price on 7 
December, the date on which the figures 
were computed. 

In order to indicate the risk involved in 
holding individual funds, the REVIEW has 
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4905 10.83 | 








fact, the best-performing category over the 
past three years — Hongkong equities — 
comes near the middle of the risk rankings. 
By contrast, the worst-performing group — 
Taiwan equities — was also the most risky. 

АП the statistics were provided by 
Millisis Financial Systems, the sole agent in 
Hongkong for Micropal, which tracks the 
performance of 16,000 funds on a daily ba- 
sis. Millisis can be contacted by telephone 
on (852) 882 1701 or by fax on (852) 882 
1727. п 
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Sector Average (total number) — 
МӘСІ Pacific Index 5 





Far East Equities (excluding Japan) 
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Mercury ST Pacific 
Abtrust Pacific 

: у Fds South East Asia 

tna | Umbrella Asian Equity 
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Ermitage Crosby Asia ^. 





Sector Average (total number) 
МЕСІ Pacific Index (exc. Japan) 


Past three months Past 12 months 
96 Rank % Вапк % Rank 
c0 2237 1 37.56 1 — = 
-0.57 30 29.48 2 30.23 4 
5.78: 66. 02874 5. 3 49.28 1 
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Japan Equities 


‘NICAM Japan: Cap Gth Conv Bond 
Alpha Japan Specialist че 
ҸЕ Јарап ОТС ^ 
г Credit Lyonnais Nippon Shoke 
‚ Perpetual Offshr Japanese Gth 
INVESCO MIM Japan Incm & Gro 
JF Ninja 
Carlson Japan 
‘Gartmore CSF Japan. 
Scimitar WSF Japanese 
` Mercury ST Japan Opps | 
Ueberseebank J-Japan Equity 
"Fleming FF Japanese - 
GAM Japan | 
Japan Growth 21 oo 
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“Tokyo First Section Index, —— — 





Past three months 
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Past 12 months 
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Sweeping reforms have opened up Pakistan to 
investors looking for new markets, low costs and high 
returns on investments. Shell is one of over 200 such 
MNCs quick to recognise the opportunities. Together 


with Burmah Oil and Caltex, it has taken a substantial 





stake in the Pakistan National Refinery. 
Re-exporters have discovered they can set up in 


Pakistan's Export Processing Zones with the minimum of 





red tape. There are clear advantages with no import 





export tariffs, tax holidays up to the vear 2000 and di 
access to water, power, land, ports and airports. АП 


i imi ional market of bil 
in easy proximity to a regiona market o over a bii 


мае East, China and the former So 





people in the 
Central Asian Republics. It is paying off, with exp 


reporting a dramatic growth of 23%. 





Plans to upgrade Pakistan's infrastructure аге. 


акысы н Н 


ler way, keeping pace with the dynamic economic 
wth of the country which registered a 6.5% rise in 
)P in 1990-91. This rise is even more significant when 
ipled with а population figure of 114 million people, 
king Pakistan the world's 7th largest domestic market. 

There can be little doubt that Pakistan offers 
‘mous opportunities for manufacturing and service 


apanies looking to capitalise on both domestic and 


overseas markets. Opportunities that many of the world’s 
most famous companies, like Shell, have already seized. 


To find out more, contact the Embassy of Pakistan 


in your country or the Pakistan Investment Board in 


Islamabad, Pakistan, fax: 92-51-215554. 


Pakistan 


One country. Infinite possibilities. 








LETTERS 


Deja-vu x 

Apropos your editorial Peking smashes 
some golden eggs 117 Dec. '92]: The cho- 
rus of "]-told-you-so* that’s-teverberating 
across the Hongkong busingss community 
should have the Tibetans ading it. 

The drama unfolding ii in ‘Hongkong to- 
day, and-the promises that’ Peking і is threat- 
ening to breach, has a ring of deja vu. It’s a 
vindication of what Tibetans have been 
saying for the past 40 or 50 years — the 
Chinese cannot be trusted. The forced 17- 
point treaty signed between Tibet and 
China in 1951, which the Chinese failed to 
honour, is an enduring case in point. 

China's recent actions vis-a-vis Hong- 
kong are just the opening salvos. These tac- 
tics foreshadow much worse to come for 
the colony’s beleaguered residents. Not 
only will Peking take the Cleopatrian 
dowry, it will then treat the bride in the 
manner it deems fit. 

After years of having wimpish, kow- 
towing sinologists as governors, the colony 
has at long last found in Governor Chris 
Patten someone who can stand up to Pe- 
king and its bullying ways. I hope he does 
not give in. The people of ашды must 


OFFSHORE 
COMPANIES 


FROM 1258250 


More and more, the international 
businessman and the high net worth individual 
use offshore companies ~ and trusts - 
with an emphasis on tax avoidance, ease of 
compliance, privacy and asset production, 
Our organisation has provided offshore services 
since 1977. Qur professional staff offer low cost 
incorporations: 


TURKS 
HONGKONG 
BVI 
BAHAMAS 
IRELAND 
ISLE OF MAN 
GIBRALTAR UK£250 
JERSEY UK£450 


After incorporation, we offer domiciliary, 
administrative and nominee facilities as required. 


058250 
0658325 
085500 
058500 
UK£195 
UK£250 


О 
а 
d 
d 
a 
d 
Q 


We alsa establish and administer offshore trusts. 
For immediate service and FREE brochure 
contact: 
SOVEREIGN TRUST 
INTERNATIONAL 


Suite 4006, 40/F, EIE Tower, Lippo Centre 
89 Queensway, Hongkong. 








Letters intended for publication should include 
the writer's name and address. АП letters are 
subject to editing for length. 


stand behind him. The “goose” should not 
only lay “golden eggs” but cackle as well. 
Failure to do so might result in the resi- 
dents waking up to a different July 1997, 
one deluged in a sea of green as Chinese 
soldiers march across the streets of Hong- 
kong, creating scenes and images of the 
kind that still haunt every Tibetan. 
KELSANG D. AUKASTANG 
Washington 
Institute for Asian Democracy 


Congratulations on your excellent editorial. 

It was always incredible that a British 
Government could think of withdrawing 
from a long-established colony without 
having first granted self-rule. 

Some businessmen may groan that the 
boat has been rocked. But, as your editorial 
points out, far better for everyone to see 
the true nature of the boarding party now 
while it is still possible to get practical sup- 
port from the rest of the world. 

In the longer term, businessmen will 
come to recognise that Hongkong owes its 
economic success to its people's intelli- 
gence and reliability. Goodness, we might 
even trust them to vote. 

S. WALLIS 
Auckland 


| The white man as burden 

| You certainly chose the right reviewer for 
| Paul Theroux's The Happy Isles of Oceania. 
|. [3 Dec. '92]. Simon Winchester is the only 
| writer I know to match Theroux’s naivete. 
; Dothey realise how old-fashioned they are 
| with their 19th century white-man-world- 
| traveller tradition. 


Winchester tells us that Theroux 
“loathes Tongans generally," and describes 


i Japan as a "one-race, one-family island of 
| desperate over-achievers who have а fas- 
_ cist belief in their own racial superiority." 
_ This is bar-room talk, not the serious work 


of a man supposed to be "one of the 
world's best travel writers." 
KEN PRICHARD 


Seattle 


They're both right 

Both Singapore's Senior Minister Lee Kuan 
Yew and Philippine President Fidel Ramos 
have a point [THE 5TH COLUMN, 10 Dec. '92]. 
Discipline and democracy must go hand in 
hand. 

А developing country needs discipline 
rather than Western-style democracy not 
only for its government but for its people 
as well. Only through self-discipline can 
the country grow towards democracy with 
all its freedoms. Freedom is best defined as 
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voluntary subjection to the proper authori- 

ties; it must not exceed the boundaries o! 

the law of the land. Lack of freedom or toc 

much "freedom" is bound to lead toward 
either dictatorship or anarchy. 

S. T. HSIEH 

Houstor 












: We begin һе new б year "with s sev- 
-. eral innovations we hope will make 
. the REVIEW even more useful to you. 
Ме begin a new regular feature. 
that each week will profile one of the © 
. people in the region who helps make 
` Asia such a dynamic part of the _ 
< world. The Profile page appears. at 
the back of the magazine; the Re- | 
search & Innovation column can | 
. now be found towards the middle of. 
the magazine. On the page opposite, | 
we begin à regular full page of Edi- 
torials, which reflect the views of this 
magazine. 

Readers will also find a newly de- s 
signed Contents page that we hope . 
will help you locate the stories that 
you will want to make sure to rea 
each week. The Intelligence section, 
which is the place to look for infor- 
mation that you will not read about 
anywhere else, can now be found on 
a page of its own. | 






















Borrowers beware 
Your COVER STORY on copyright piracy 
[Learning the soft way, 3 Dec. '92] tells 
how easy it is to get fakes and copies of 
just about anything in Hongkong. This is 
true unless you are trying to photocopy a 
page from the Encyclopaedia Britannica at 
the public library. My attempt to do so was 
quickly thwarted by an eagle-eyed librar- 
ian waiving a notice about the colony's law 
protecting copyrights. So Hongkong pi- 
rates beware: stay out of the library! 
BRADFORD TREBACH 
New York 


Making the connection 

I read with much interest your report 
Lender in the lurch [10 Dec. '92]. The prob- 
lem with Bank Bumiputra has not been in- 
competent management but political con- 
nections. 

I should consider myself lucky if I were 
to get approval of a 100 ringgit loan, while 
those with connections can obtain a 10,000 
ringgit loan with just a phone call. 

No banker, no matter how brilliant, 
could solve the problems of the bank if the 
management does not change its attitude. 

ABDULLAH AHMAD 
Penang 
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their open-market initiatives with suspicion, they need 
look no further than the recently sabotaged British Air- 


ways deal. The British carrier had reached a tentative deal | 


EDITORIAL 


f the Americans wonder why other nations often treat | 


H 


for a 44% stake in the cash-strapped USAir. But the agree- | 
ment between two mutually consenting businesses ran up | 
against US laws imposing а 25% cap on foreign ownership | 


as well as barriers to domestic routes. British Airways pulled 
out when it was clear that the US government was about to 
¿ground the deal. 

The British Airways fiasco comes at a critical time in 


world trade negotiations, with a new administration in | 
Washington, continuing stalemate in the Gatt round over | 
farm subsidies, and general apprehension in Asia over what | 
the emergence of Nafta and the birth of a single European | 


market means for its own trade. Europe's model of remov- 
ing only internal barriers may be tempting, but Asia's long- 


term interest clearly lies in maintaining its competitive edge | 
by opening its skies to all and letting Asian business and | 


consumers benefit from the lower costs. 


Certainly there is plenty of room for liberalisation. Al- | 


though the trend has been towards privatisation — witness | 
the selling of Philippine Airlines in 1992 — other impedi- | 


ments to competition remain in place. “Entry, capacity, tariff | 
structure, frequency of service and route designation are all | 


still tightly controlled," 


said Singapore Airlines’ Matthew | 


Samuel at a November conference in Perth. Indeed, one of | 
the original articles of association for the Orient Airlines | 
Association proudly states its intent "to eliminate ruinous | 


competition." Not surprisingly, the OAA today operates as 
little more than a price-setting cartel. 

Within Asia the biggest obstacle to open skies is what 
airlines call the "Fifth Freedom." This is the right to fly be- 


yond or between destinations and pick up passengers. Right | 
now, for example, if Thai Airways wants to offer a flight | 
"from Los Angeles to Hongkong and then to Bangkok, it can | 
/— but only so long as it does not pick up or set down any | 
passengers in Hongkong. Asian passengers аге the big los- | 


ers here as their choices are artificially restricted. 


! killers — part of a unit of communist rebels responsible for 


. Part of the problem is that air service agreements are | 
bilateral deals. This means there is a natural reluctance by | 
carriers to open up markets without first getting reciprocal | 
access. Both president-elect Bill Clinton and the Bush Trans- | 


portation Department made it clear that a lack of access to 

UK-Europe routes was the rationale behind their opposition 

to the British Airways bid for USAir. But air transport 
“should be no different from other goods or services, and the 

danger of holding out for perfect markets usually translates 
-into more or less permanent protectionism. 


When airlines do find themselves forced to compete for : 


market share, Asian carriers have shown themselves more 
"than capable of adapting. Cathay Pacific Airways, Singa- 
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| patronage. In any case, our preference would be for th 






































pore Airlines and Malaysia Airlines recently announced à 
new, joint frequent flyer programme that will enable them 
to compete against US and European carriers, despite thi 
OAA's longstanding objections. Earlier they had linked to- 
gether under the computer-reservation system Abacus for. 
similar reasons. And the reputation for service that distin 
guishes many of Asia's airlines suggests they would also do 
very well in a fully deregulated world market; imagine be- 
ing able regularly to fly from Brussels to Rome or Cleveland | 
to Mexico City on, say, Singapore Airlines. | 

Looking at the American experience with domestic liber- 
alisation, many aviation experts predict that the trend. is 
towards consolidation of the world's airlines into a handfu 
of mega-carriers that would eliminate most of the smaller 
Asian carriers. Certainly liberalisation would weed out any 
airlines that stay in business only because of protected mar- 
kets. But just as Asia boasts a disproportionate share of ће 
world's greatest hotels, we are confident that in a free world. 
market travellers would reward Asian airlines with their 





consumer, and not any government, to make that me 


Pardon who? > 


Ramos considers amnesty for killers | 


oor Fidel Ramos. Right at the top of the priorities for 

his new administration was the re-establishment. of | 

law and order essential to lifting the country out of its 
economic woes. Almost immediately, however, he was chal- 
lenged by a wave of kidnappings against ethnic Chinese i 
which high-ranking members of his own police force wer 
implicated. Now a special government panel has recom- 
mended he grant amnesty to two killers of an American | 
diplomat, Col James Rowe, ambushed in 1989 in Quezon 
City. Justice Secretary Franklin Drillon has gone so far as to 
say that the Philippines would “lose face” if Col Rowe's two 


the assassination of more than 200 police and local officials 
in Manila since 1988 — are not included in the general апт 
nesty programme. 
Maybe so, but the country stands to lose more than fac 
if it sets these killers free. Apart from the constant threats to 
Filipinos, would-be investors remain deterred by the ana 
chy in the Philippines, in particular the kidnappings and 
sometimes murder of Chinese, Japanese and America 
who represent the core of foreign investment. Mr Ramos 
has vowed to transform the Philippines into an Asian tiger: 
by the end of his term. It's hard to see how the presiden 
can make his country attractive to foreign capital whil 
remains so unsafe for foreign capitalists. 











“If you cant rely on your equipment, you're sunk?’ 


The first yacht to cross the line in the 1990 
Round the World yacht race was designed by 
Bruce Farr. 

So was the yacht that came second; so was 
the yacht that came third. 

If confirmation were needed of the unique 
position that Bruce Farr commands in the field 
of yacht design, the result of this race surely 
provided it. 

World-beating performance, however, counts 
for nothing without reliability. "Reliability 
engineering is the most important aspect of 
structuring the boat,’ says Farr. 

This is a concept which we in Geneva 
wholeheartedly endorse. “Reliability engineering” 
is precisely what goes into every 
single Rolex. 

Part of what makes a Rolex | 
Oyster so dependable is the design of its rugged 
case, which is sculpted from a solid block of 
stainless steel, 18сі. gold or platinum, using as 
much as sixty tons of pressure. 


сыт . Such force is necessary because 





what is being produced is, itself, 


massively strong. It has to be; 





AU. . 
d E, inside every Oyster case beats a 


movement that has taken a year to 





make, from the first operation on the first tiny 
part through to final assembly in Geneva. 

The movement is further protected by the 
Twinlock winding crown. This ingenious device 
screws down on to the Oyster case, 
closing as securely as the hatch of 


a submarine. 





— As each timepiece is assembled, 
every single part will have been tested, inspected, 
and cleaned ultrasonically over and over again. 
Then, once the movement is complete and placed 
in its Oyster case, it is tested anew — this time 
for reliability and resistance to water pressure. 

Finally, every single Oyster we make must 
undergo a further fifteen days and nights of 
t rigorous testing at the hands of the Contróle 
Officiel Suisse des Chronométres. 

It is an extraordinary process. But it 
explains why Oysters have accompanied ex- 
plorers to the heights of Everest and divers to the 
depths of the ocean. And коз all W 


around the world. 





The Rolex Day-Date Chronometer in 18ct. gold with The President bracelet. Available in 18ct. white gold or in platinum. 
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ndia's growing middle class is making its presence 
i known as never before, and as a result the country's 

tide of reform may be irreversible. Deputy regional 
editor V. G. Kulkarni looks at how changes in the past 
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group become a powerful vested interest in favour of 
economic liberalisation. Page 44. 
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(in fact, one of the leading computer publications has 


2 


made SunSystems their ‘Best Buy’ 3 times in the last 
five years). 
Who uses SunSystems? 

In Asia, SunSystems is being used by over 1000 leading 

companies in many diverse industries. Around the world, 

ems is used in 144 countries at over 7000 sites. 
indeed, SunSystems has become the standard for some of 
the world’s top corporations and financial institutions. 
Why? 

Quite simply, SunSystems has proved itself to be 
more than able to meet both their current and future 
requirements. They have chosen SunSystems because 
of its flexibility, user functionality and hardware 
independence. (It Operates on TBM Mid Range, DEC 
VAX, UNIX, PCs and LANs.) And being available now in 
12 langu SunSystems really knows no frontiers. 

Isn't it time you reviewed SunSystems for yourself? 

To find out more 

about SunSystems, the 


from 
world's best account- 


ing software, simply зы uid Svstems 
contact your local ғ. 


Systems Union office SunSystems 


below. 
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О 








Systems Union Limited | Systems Union Pty Limited Systems Union Incorporated ^. Systems Union Limited 
Central Plaza, —. 63 Hume Street, Crows Nest, 10 Bank Street, White Plains, — .. Northampton Lodge, 
: NSW 2065, Australia NY 10606, USA i Canonbury Square, 
с Telephone: (61) 2 906 4200 Telephone: (1) 914 948 777 А f 
7 Facsimile: (61) 2 906 3881 Facsimile: (1) 914 948 7399 | 
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Blow Back 


India’s Oil and Natural Gas Corp. (ONGC) has not seen the end of its troubles with 
South Korea’s Hyundai Heavy Industries. Last year ONGC awarded Hyundai contracts 
worth nearly US$1 billion to develop oil and gas fields in the Arabian Sea, but now the 
backwash of Hyundai group founder Chung Ju Yung's failed tilt at the South Korean 
presidency threatens project delays. Rigs and barges, crewed by about 600 workers, have 
been idle and awaiting instructions in Bombay since 23 December. Oil industry sources 
said a key Hyundai executive handling the Indian contracts, offshore petroleum division 
chief C. 5. Ahn, is among over a dozen Hyundai executives facing inquiries over alleged 
illegal diversion of the group's funds into Chung's campaign. 








Giap's Credibility 

The daughter of Vietnam's former general Vo Nguyen 
Giap could become the first high-level casualty of Premier 
Vo Van Kiet's newly declared resolve to combat smug- 
gling and corruption. Charges against Giap's daughter Vo 
Hoa Binh, who is said to have run a minor smuggling 
operation, prompted speculation that Vietnam's leaders are 
seeking to settle old political scores with Giap — best 
known for masterminding the defeat of the French colo- 
nial army at Dien Bien Phu in 1954. The general — 
a long-time rival of Vietnam's current leadership who was 
ousted from the communist party politburo in 1982 — has 
so far failed to have the charges against his daughter 


dropped. 
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Giap. 





Royal Pardon 


One reason for the Malaysian Government's anxiety about a mass rally planned by 
the Sultan of Johor, the Malay ruler at the centre of the political storm over rulers's rights 
in Malaysia, was that he planned to use the occasion to try and embarrass Prime Minister 
Datuk Seri Mahathir Mohamad. Sources in Johor say that the sultan intended to publicly 
beg forgiveness from the former Lord President, Tun Salleh Abbas, whom he sacked in 
1988 on Mahathir's advice when he was the Malaysian king. The rally has now been 
called off. 





Dimmer View 


A plan by the US Congress' Foreign Affairs Committee to merge its Asian and Latin 
American subcommittees would effectively downgrade the congressional focus on Asia. 
Well-placed sources say that if the planned merger were to happen, lack of seniority 
would prevent Tom Lantos — an ardent supporter of Tibet and critic of China's human- 
rights record — assuming the chair of the merged committee. Instead, the job would 
probably go to Robert Toricelli, a moderate critic of China and long-term ally of the now 
departed Asian subcommittee chairman Stephen Solarz. 





Shuffling Off 


Rumours are flying in Taipei about changes in the cabi- 
net and ruling Kuomintang (KMT) following December's 
elections. But some party insiders say that key positions are 
unlikely to change until after the KMT's 14th party congress 
now expected at mid-year. Despite repeated attempts to 
resign his post, KMT secretary-general James Soong may 
have to remain in charge of party affairs until after the 
congress, since he is trusted by President Lee Teng-hui to 
keep the party under control. It is also possible that Premier 
Hau Pei-tsun will stay on with the backing of newly elected 
mainlanders, despite calls for his replacement. Lee's re- 
ported preference for premier is provincial governor Lien 
Chan, though many mainlanders would accept President 
of the Judicial Yuan Lin Yang-yang if Hau is not retained. 





Hau. 
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Lee and Deng want reunification, but disagree on the appropriate channels. 


CHINA-TAIWAN 





lime to reach out 


After years of proposing contacts at ruling party level, China is ready for 
direct talks with the Taiwan Government. Its gesture is likely to be 


viewed with deep suspicion. 


By Tai Ming Cheung in Hongkong and 
Julian Baum in Taipei 


n a significant shift in policy, China 

has decided to invite the Taiwan 

Government to hold direct official 

talks on the reunification of the is- 
land with the mainland. China-Taiwan 
contacts have so far been held at informal 
and unofficial levels. Peking’s new line on 
Taiwan which was to be announced in late 
December was, however, postponed at the 
last minute. 

Chinese Communist Party General Sec- 
retary Jiang Zemin was to have made the 
overture at a New Year's party at the Chi- 
nese People's Political Consultative Con- 
ference (CPPCC), according to sources in 
Hongkong. The speech reviewed the gen- 
eral situation in the country since the party 
congress in October 1992. But the portion 
of the speech containing the offer was with- 
drawn shortly before Jiang was due to 
speak because Chinese leaders judged "the 


10 


” 


timing to be premature," said опе source. 

All the same, Peking's offer is expected 
to be made public within the next couple 
of months. Analysts say that Peking will 
first pass on details of its proposals infor- 
mally through leading Taiwanese person- 
alities before a formal public approach to 
the Taipei authorities is made. 

While Peking would welcome any offi- 
cial channel of negotiations with Taiwan, it 
will probably suggest that talks be held 
through the national reunification councils 
of the two governments. Taipei already has 
such a body chaired by President Lee 
Teng-hui, and Peking is preparing to form 
one of its own. 

Several officials in Taiwan responsible 
for dealing with the mainland said they 
were unaware of China's change of heart 
and insisted that the offer would be cred- 
ible only if it is made public. Such scepti- 
cism arises from the fact that in the 44 years 
of acrimonious confrontation across the 
Taiwan Strait, Peking has steadfastly re- 
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fused to recognise the island as a separate 
political entity. 

“Т would be sceptical,” said Ma Ying- 
jeou, vice-chairman of the Mainland Affairs 
Council which has responsibility for coor- 
dinating policy at the cabinet level. Accord- 
ing to Ma, China's past refusal to hold gov- 
ernment level talks was based on the fact 
that the talks "legitimise our [Taiwan's] sta- 
tus and they would have to explain to their 
people what kind of a government we are." 

China's periodic invitations to Taiwan 
for talks on improving ties have so far been 
limited to discussion between the ruling 
parties, the communists and the Kuomin- 
tang (KMT). Taiwan's President Lee has re- 
jected these offers, saying that Peking must 
deal with his government rather than with 
specific political parties. And with Tai- 
war's increasing political plurality, there is 
a growing separation between the govern- 
ment and the KMT. 

The latest offer of party-to-party talks 
was made by Chinese Vice-Premier Wu 
Xueqian on 18 December at a meeting of 
the nominally non-government Asso- 
ciation for Relations Across the Taiwan 
Strait. Peking is believed to have decided 
to raise the talks to government level 
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ihortly after Wu's offer. 

China's dramatic policy shift appears to 
лауе arisen from concerns that the pros- 
sects for reunification had suffered serious 
setbacks in the past two months. Two de- 
velopments have shaken Peking's confi- 
lence that reunification was only a matter 
of time given the burgeoning economic ties 
across the Taiwan Strait. 

The first development was Taiwan's 
success in upgrading relations with West- 
?rn countries, in particular with the US. 
Dut-going US President George Bush an- 
aounced last September that he would al- 
ow the sale of up to 150 General Dynam- 
cs F16 fighter aircraft to Taiwan. Later, in 
December, US Trade Representative Carla 
Hills became the first high-level US Gov- 
rnment official to visit Taipei since Wash- 
ngton recognised Peking in 1979. 

Although China protested angrily at the 
716 sale, there were few retaliatory meas- 
ares that it could take against the US over 
the deal without also seriously harming its 
dwn interests. A massive US$15 billion 
rade surplus in China's favour with the 
JS has made Peking cautious in its deal- 
ngs with Washington. 

The F16 deal set off a stampede, with 
other Western countries rushing to sell 
arms to Taiwan. France was the first to fol- 
low with the sale of 60 Mirage 2000 fighter 
aircraft. Dutch and German companies are 
also negotiating to sell submarines to Tai- 
wan. 

These arms sales and other lucrative ci- 
vilian infrastructural projects being dan- 
zled by the Taiwan Government have 
made policymakers in Peking aware that 
their ability to continue to isolate a cash- 
tich Taipei in the post-Cold War era has 
considerably diminished. Peking may also 
have begun to recognise that economic pri- 
orities often take precedence over tradi- 
tional geo-political considerations. 

Peking was also shaken by the narrow- 
ness of the KMT's victory in December's 
zeneral elections in Taiwan, and by the suc- 
cess of the opposition Democratic Progres- 
sive Party which ran on a pro-independ- 
ence platform. This may have led Chinese 
policymakers to conclude that their 
zradualist approach towards reunification 
was being overtaken by political develop- 
ments in Taiwan. “The possibility raised in 
the December elections that the KMT might 
lose power in a few years has shaken Chi- 
nese leaders into action. Without a KMT- 
run government, the prospects for reunifi- 
cation evaporate,” says one Chinese ana- 
lyst. 

China’s motivations apart, if Peking 
does agree to hold talks at the government 
level, it would be a breakthrough, said po- 
litical scientist Shi Chi-yu of National Tai- 
wan University. “If they say they will ac- 
cept government-to-government talks, it 
doesn't mean they won't define this as cen- 
tral government to local government,” Shi 
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added. “But if they are ambiguous on this, 
it would advance the question and make it 
difficult to for Taipei to deal with.” 

From Taiwan's point of view, Shi said 
the time has not yet come to consider seri- 


ously official talks at the government level, | 


even though any sign of flexibility on Pe- 


king’s part may be welcome. Reasons for | 


caution include a lack of consensus within 
the KMT on how to deal with China and 
failure to reach agreement with China even 
on non-controversial issues during the past 
two years. 

Officials have expressed deep frustra- 
tion at the lack of progress in dealing with 
Peking through organisations set up by 
both sides to handle day-to-day relations. 
Despite several meetings in Peking and 
Hongkong, for example, there has been no 
progress in agreeing on document verifica- 
tion of birth certificates and marriage li- 
cences or in setting up a payment system 
for registered mail. Officials in Taiwan 





Jiang's reunification offer premature. 


have privately questioned Peking's sincer- 
ity in these talks. 
The KMr is also preparing for a 14th 


party congress to be held sometime before | 


mid-year. Shi suggested that Peking may 
be trying to influence the agenda for that 
meeting by forestalling charges that it has 
been uncooperative in cross-strait relations. 
By doing this it might hope to check the 
KMT's drift away from its commitment to 
eventual unification. 

But analysts say that neither the KMT 
nor the Taiwan Government is ready to sit 
down to talk with Peking and will thus 
look for ways to poke holes in the Chinese 
proposal. 

"The basic problem is that people in 


Taiwan don't trust Peking," said Shi. "This | 


doesn't concern only relations between the 
Kuomintang and the communists. It stems 
from the 400-year-old history of Taiwan's 
relations with the mainland." a 


FAR EASTERN ECONOMIC REVIEW 


= 
x 
т 
2 
> 
^ 
ə 











| By Robert Delfs in Tokyo and - 


J 


| laysia, Thailand and Brunei later this 


JAPAN-ASEAN 


Low key 
diplomacy 


Miyazawa treads 
delicate path in region 





Michael Vatikiotis in Kuala Lumpur 





apanese Prime Minister Kiichi Miya- 
zawa will stress continuity rather than 
change when he visits Indonesia, Ma- 


month on his first tour of Southeast Asia 
since he became prime minister in late 
1991. Yet the visit coincides with sharply 
increased expectations for Japan's role in 
the area, particularly over security matters. 

Indonesia has reacted coolly to any no- 
tion that Japan might become involved in a 
permanent forum to discuss security issues 
in the region, but Malaysia takes a positive 
view of greater Japanese involvement. 

Malaysian Prime Minister Datuk Seri 
Mahathir Mohamad hopes to use the visit 
to extract a clear statement of Japan's atti- 
tude to the East Asian Economic Caucus 
(EAEC), the exclusively Asian trade group- 
ing that he proposed in 1990. But even if it 
is not forthcoming, Malaysians believe the 
time may be ripe to increase Japan's com- 
mitment to the region. 

During a visit to Tokyo last September, 
Mahathir called on Japan to use its posi- 
tion as an economic superpower to expand 


| its global role. Mahathir is frustrated by 


Tokyo's reluctance to endorse EAEC, which 
he blames on Japan's unwillingness to of- 
fend the US. "We accept that Japan has 


| very close relations with the US . . . but for 


how long will Japan ask the US to protect 
it?" Mahathir asked at a meeting with Japa- 
nese business leaders in Tokyo. 

Senior Japanese officials have gone out 
of their way to dismiss expectations that 
Miyazawa will unveil a new policy "doc- 


| trine" for Southeast Asia during a keynote 
| speech he is due to deliver in Bangkok on 


16 January. "There will be no dramatic or 
eye-catching concrete new policies coming 
out of this trip," a government official said. 
"Our objective is rather to stress continuity 
— that there will be no change in our poli- 
cies nor in the importance which we attach 
to relations with Southeast Asia." 

But even if Miyazawa's speech is inten- 
tionally low-key, a new Japanese approach 
toward Asia is taking shape as a result of 
rapid global geopolitical changes following 
the end of the Cold War. 

Foremost among these were the final 
withdrawal of US forces from the Philip- 
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pines last year and the advent of the new 
Clinton administration in Washington, 
whose degree of commitment to the Asian 
region remains unclear. 

Japanese analysts recognise that these 
changes have contributed to a fundamen- 
tal shift in the attitude of some Asean gov- 
ernments toward an expanded Japanese 
political and security role in the Asia- 
Pacific region. Uncertainty about US inten- 
tions has led to heightened concern over 
China's ambitions to become a regional 
power — and thus a greater willingness to 
let Japan play a larger balancing role. 

Participation by Japanese troops in UN 
peacekeeping operations in Cambodia 
since last summer is one element in the 
gradual enhancement of Tokyo's political 
role in the region. 

The possibility that restrictions limiting 
troop participation to non-combat activities 
may be lifted was explicitly raised for the 
first time by Foreign Minister Michio 
Watanabe in a speech on 2 January. Those 
restrictions, imposed when the operations 
were approved in June 1992, have resulted 
in the "obstruction" of Japanese peacekeep- 
ing activities, Watanabe 
said. 

The need for Miyazawa 
to stress policy continuity 
arises precisely in this con- 
text of broader geopolitical 
uncertainties. "Japan has 
two related and overriding 
foreign policy objectives in 
the Asian region," another 
government official ex- 
plained. “Тһе first objective 
is to keep the US involved 
and engaged in the region. 
The other is to allay the 
concern of Asian countries 
about resurgence of Japan- 
ese power in the region." 

If there is a specific core 
to the emerging new Ja- 
panese Asia policy, it con- 
sists of what policy-makers 
call a "two-track" ap- 
proach to regional security 
issues. The idea is to seek 
resolution of conflicts through dialogue 
among those countries directly involved, 
while promoting parallel political discus- 
sions on a region-wide basis that would 
minimally include the US and maximally 
involve China and Russia as well. 

In his talks with Asean leaders, 
Miyazawa is expected to stress this con- 
cept, which was highlighted in a recent re- 
port by a nominally independent panel of 
experts, the Prime Minister's Council on 
Japan and the Asia-Pacific Region for the 
21st Century. 

Released on 25 December, the report 
urges Japan to actively take part in 
strengthening political and security dia- 
logue in the region. At the moment, this 
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means using the existing annual Asean 
post-ministerial conference as a forum for 
regional security discussions, but the report 
suggests that this could evolve into a more 
formal structure resembling the Confer- 
ence on Security and Cooperation in Eu- 
rope (CSCE). 

The report stresses the need to maintain 
the current US-Japan security relationship 
as a means of stabilising Japan's relations 
with other Asian nations. It also notes that 
Asian prosperity remains dependent on 
global free trade and warns of the danger 
if regional trade blocs are formed in Asia, 
North America and Europe. 

When Tokyo first supported the idea of 
a regional security dialogue at the 1991 
Asean post-ministerial meeting in Kuala 
Lumpur, it was deemed premature and 
clumsily handled. One reason was US hos- 
tility to the idea. 

Such thinking may have changed as the 
US gropes for a more tangible Asian policy. 
Sources in Bangkok, Singapore and Kuala 
Lumpur now believe that Washington is 
more in favour of a regional security fo- 
rum. "The Americans are more receptive 





Suharto and Miyazawa will discuss regional security. 


to the idea," said a senior Thai diplomat, 
citing the influence of William Clarke, the 
new assistant secretary of state for East 
Asian and Pacific affairs at the US State 
Department. 

Asean diplomats believe that positive 
signals from Washington may have en- 
couraged Japan to revive the idea of a re- 
gional security dialogue. One view is that 
passages in the council's report dealing 
with security issues reflect input from 
Washington and possibly Singapore — 
which strongly supports an enduring US 
presence in the region. Analysts speculate 
that Washington may favour Japan taking 
the initiative, partly in order to cover up its 
own policy U-turn on Asian security 
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issues. 

That said, the new ideas being mooted 
in Tokyo will be received frostily in Jakarta. 
Reacting to suggestions of a regional secu- 
rity forum similar to the one in Europe, a 
senior Indonesian diplomat said: "We 
don't feel we have to adopt the CSCE ap- 
proach. The situation here is quite different 
from Europe." 

Indonesia's stance is governed by a firm 
belief in Asean's own model of regional 
security based on the rather vague Zone of 
Peace Freedom and Neutrality, and its re- 
cently burnished non-aligned credentials. 
Jakarta is opposed to a regional forum for 
political and security dialogue outside the 
existing Asean post-ministerial framework, 
though it follows the 1992 Asean summit's 
view that discussion of these issues will 
become broader and more substantive in 
time. 

However, other Asean members are 
warming to the idea of a wider forum for 
political dialogue. “If it is made to look like 
a regional initiative, and not deemed to be 
imposed, the idea will be more sellable," 
said a Thai diplomatic source in Bangkok. 
. Malaysia will host a high- 
* level regional security con- 

ference mid-year. The 

hope is that senior military 
and government officials 
from all Asia-Pacific na- 
tions will attend. Manila 
and Bangkok have already 
hosted similar meetings, 
and more are planned. 
Thai diplomatic sources 
said Bangkok is keen to 
hear what Japan has to 
offer in the way of closer 
cooperation in regional 
development. Miyazawa is 
expected to propose that 
Japan and Asean cooper- 
ate in the economic recon- 
struction of Indochina, 
particularly Cambodia. In 

a speech delivered at Ise 

on 4 January, Miyazawa 

said that Japan and Asean 

can work together to re- 
build the social infrastructure in Cambo- 
dia, Vietnam and Laos, including such ar- 
eas as transport and communications and 
developing human resources. 

Overall, reaction to what Miyazawa has 
to say, and to the keynote speech he deliv- 
ers in Bangkok on 16 January, will be 
tempered by the likely obliqueness of the 
new policy initiative itself. Also, many of 
its elements — even those regarding secu- 
rity and an expanded political role — may 
turn out to have been repackaged. “I sus- 
pect there won't be any dramatic new ini- 
tiatives because we try to be careful when 
promoting security cooperation in the re- 
gion,” said a Japanese diplomat in Kuala 
Lumpur. a 
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THAILAND 


Prince hits back 


-eir to throne answers his critics 





3y Paul Handley in Bangkok 
T hailand's Crown Prince Маһа Уай- 





ralongkorn has lashed out at ru- 

mours surrounding his private life 
ind strongly condemned unnamed indi- 
viduals for using his name for their own 
»enefit. 

In a frank and unprecedented comment 
widely featured in the Thai media, the 
<ingdom’s future monarch decried accusa- 
ions that he is connected to illicit business 
yperations and called for police to arrest 
inyone who uses his name or office for 
»ersonal benefit. The prince said he felt 
‘hurt and disheartened” by the rumours. 
"They seem to want to dump everything 
ха on me.” 

Vajiralongkorn made the re- 
narks on 30 December during a 
semi-formal reception for journalists 
it his home іп Nonthaburi, just 
aorth of Bangkok. Although his 
engthy statement was given in an- 
wer to a reporter's question, the 
леауу press coverage suggested that 
it was not just an off-the-cuff reply. 

Some of the rumours the prince 
addressed were quite dated, includ- 
ng allegations that he was behind 
an illegal chit fund in the 1980s and 
that he backed a syndicate caught 
rigging the national lottery about 
five years ago. 

Still other gossip involved criti- 
"ism that Vajiralongkorn protected 
various nightspots in the capital 
which stay open past the legal 2 a.m. 
losing time and cater to under-age 
lientele. Police officers in the city have 
ееп frustrated in their attempts to impose 
he curfew on dozens of establishments 
which flout the law. 

“The rumours go further,” said the 

»rince in the Bangkok Post. "[They say] I act 
is a powerful chao poh [godfather] pro- 
viding protection for sleazy business . 
Гһе prince protested that these and other 
‘umours were totally untrue: “Do I look 
ike a chao poh type? . . . The money I 
spend is earned honestly. I do not want to 
‘ouch money earned illegally or through 
he suffering of others.” 

Just why the prince decided to address 
the allegations now is unclear. But his re- 
marks are more understandable in the 
longer-term context of succession to the 
throne. The crown prince is in line to suc- 
:eed his father, King Bhumibol Adulyadej, 
10w 65. 
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But unlike ever before in Thai history, 
the succession is a topic of widespread 
public interest, if for no other reason than 
the increase in educational standards and 
the growth of the mass media since Bhumi- 
bol was invested in 1950. Unlike any of his 
predecessors, the widely respected king 
has brought himself and his family into the 
public eye. 

Given the continued strict enforcement 
of lese majeste laws combined with the rev- 
erence for the king himself, public discus- 
sion of issues surrounding the royal family 
is considered taboo unless the news comes 
officially from the palace. Hence the type 
of rumours that have  dogged 
Vajiralongkorn have damaged his name 
and spread apprehension among people 





Vajiralongkorn with his mother Queen Sirikit. 


about his ability to follow well in his fa- 
ther's footsteps. 

The crown prince, royal watchers say, 
must be feeling disconcerted about his pre- 
dicament. Now 40, he has dedicated him- 
self over the past two decades to his mili- 
tary studies as well as his royal duties. He 
studied at the Royal Australian Military 
College in the 1970s and in 1983 was 
trained to fly F5E jets in the US. An avid 
car collector and pilot, Vajiralongkorn has 
one daughter by his first wife, Princess 
Somsawali, and five subsequent children 
by his second wife, Yuwatida 
Surasawadee, known better as Mom 
Sujarinee. 

But his activity with the military has left 
him less known personally among the pub- 
lic than his sisters, who are seen more of- 
ten among the people thanks to their social 
development projects. During the 1980s 
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that gave rise to the belief by many that his 
widely popular sister Princess Maha 
Chakri Sirindhorn, 37, might instead suc- 
ceed to the throne. 

However, the Thai constitution makes 
it clear that the pipe-smoking Vaji- 
ralongkorn will follow his father. And — 
fully intent on fulfilling the job Bhumibol 
leaves him — the prince has, over the past 
few years, attempted to boost his image at 
home and abroad. 

But Vajiralongkorn's 30 December state- 
ment clearly shows that this activity has 
not stifled the Bangkok gossip mill. Ru- 
mours over the years have become rife to 
the point that, as one senior Thai jour- 
nalist said, “True or not, it seems that eve- 
rything is now blamed on the crown 
prince.” 

Still other palace-watchers say that the 
prince’s statement might be seen in 
light of the recent pressure on royalty in 
other countries. The travails of the British 
monarchy and the sultans of Malaysia, 
said one Thai with links to the palace, 
cannot have escaped the palace’s notice. 
Some people have drawn parallels be- 
tween Vajiralongkorn's marital situ- 
ation and that of Britain’s Prince 
Charles. 

But the comparison may not be 
apt. If the British and Malaysian roy- 
alty are under attack for being 
anachronistic, Thailand’s is not. The 
royal family still commands the re- 
spect of the Thai masses, especially 
those in the countryside. 

Moreover, as political events in 
recent years have as proved, the pal- 
ace as an institution still has an im- 
portant role to play in mediating dis- 
putes which imperil social stability. 
Last May, when rightwing soldiers 
and politicians confronted a pro-de- 
mocracy uprising in the streets of 
Bangkok that resulted in scores of 
deaths, both Vajiralongkorn and 
Princess Sirindhorn made television 
appeals for calm and an end to the blood- 
shed. 

Ultimately, the palace did break the 
stalemate and stop the killing. His privy 
councillors having negotiated a settlement, 
King Bhumibol appeared on television on 
20 May chastising Suchinda Kraprayoon 
and Chamlong Srimuang, the leaders of 
the opposing sides, who lay prostrate at 
his feet. Seen worldwide, it was a powerful 
image of a father scolding errant children. 

Although the lecture did not undo the 
tragedy, for many it showed that the palace 
still has the greater wherewithal to settle 
disputes that Thai public leaders cannot 
resolve through peaceable methods. And 
therein lies the crown prince’s challenge. 
As he follows in his father’s footsteps, he 
too will have to command the same respect 
in assuming the role of a fair and just 
mediator. a 
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THAILAND 
Border trade halted 


Thailand officially closed off 
its borders to trade with areas 
controlled by Cambodia's 
Khmer Rouge faction on 1 
January in keeping with UN 
sanctions against the guerilla 
group. At most border 
crossings, trade in timber and 
gems was halted, part of the 
attempt to stop the Khmer 
Rouge from earning 
substantial foreign exchange 
by doing business with the 
Thais. However, news reports 
said logs continued to be 
shipped into Thailand at some 
border points, in violation of 
the embargo. 


Test of authority 


The Thai military accepted an 
order from the government to 
halt construction on its new 
headquarters in the centre of 
Bangkok and relocate it in the 
capital's northern suburbs. 
Construction of the Baht 938 
million (US$37 million) eight- 
storey building was already 
under way when numerous 
MPs criticised the location of 
the building and alleged 
corruption and overpricing in 
the award of the project to 
military-linked builder 
Benjamas Co. The government 
of Prime Minister Chuan 
Leekpai reviewed the project 
and on 29 December ordered 
the Supreme Command to 
relocate it. 





INDIA 


Seeds of conflict 


The US Embassy in New Delhi 
lodged a protest with the 
Indian Government over a 
mob attack on the Bangalore 
office of Cargill Seeds, a 
subsidiary of Cargill, the giant 
US-based food trader. The 
Karnataka Farmers Association 
claimed responsibility for the 
29 December attack, in which 
computer data and other 
records were destroyed, as a 
protest against US-led efforts 
to have new seed varieties 
included under a global 
system of intellectual property 
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Thai troops in Cambodia before the border was closed. 


rights. New Delhi expressed 
regret, and said 10 people had 
been arrested so far. 





CHINA 
In Deng's footsteps 


Repeating reformist patriarch 
Deng Xiaoping's 1992 
pilgrimage to Shenzhen, 
China's hardline Premier Li 
Peng visited the crypto- 
capitalist special economic 
zone near the Hongkong 
border on 3 January. Li toured 
the soon-to-be-expanded 
stockmarket and met with 
Hongkong tycoons Li Ka-shing 
and Peter Woo, staunch allies 
in Peking's battle against 
Governor Chris Patten's 
proposed democratic reforms 
for the British colony. So laden 
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with symbolism was the visit 
that Shenzhen's share index 
first rose 696 on rumours of 
Li's presence, then fell 2% 
when official confirmation was 
withheld until two days later. 


TAIWAN 
Poll fraud 


Eight polling station 
supervisors have been 
detained for stuffing ballot 
boxes in the eastern district of 
Hualien during the December 
legislative elections. One of the 
officials told investigators he 
was bribed by an aide to Wei 
Mu-tsun, legislative candidate 
and mayor of Hualien whose 
majority of 62 votes would 
make him a winner. But a 
recount showed an excess of 
738 ballots and the loser, 
former opposition party 
chairman Huang Hsin-chieh, 
has filed a suit to nullify the 
results. 





LAOS 
Damned for democracy 


Three former officials — 
former deputy science minister 
Thongsouk Saysangky, former 
deputy agriculture minister 
Rasmy Khampouy and former 
justice ministry official Pheng 
Sakchittaphong — who had 
called for a multiparty 
democracy have been jailed 
for 14 years, according to 
official Vientiane Radio. The 
three were "charged with 
making preparations to stage a 
rebellion and for conducting 
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propaganda" against the Lao 
Government. Their sentences 
were announced one day 
before the 20 December 
National Assembly elections. 





JAPAN 
Plutonium ship arrives 


The controversial first voyage 
of Japan's plutonium ship 
ended on 5 January when the 
Akatsuki Maru arrived at the 
Japan Atomic Power Co.'s port 
facility at Tokai, Ibaraki 
prefecture. About 600 anti- 
nuclear activists protested near 
the port while the ship's cargo 
of 1.5 tonnes of plutonium 
oxide powder was unloaded. 
The reprocessed plutonium 
fuel will be used in the Monju 
fast breeder reactor. The 
vessel's 58-day journey from 
Cherbourg, France, is the first 
of a series of voyages to 
transport 30 tonnes of 
plutonium fuel over 18 years. 





The Akatsuki Maru arrives. 


INDONESIA 
Muslim channel 


The modernist Indonesian 
Muslim Intellectuals 
Association launched a new 
daily newspaper, Republika 
on 4 January, through which 
its chief editor Parni Hadi 
hopes to channel the 
aspirations of Indonesia's 
Muslims. About 87% of the 
country's 185 million people 
are Muslims. 
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AUSTRALIA 


Green for danger 


-nvironmentalist anger may rebound on Keating 





ły Jacqueline Rees in Canberra 





ustralia's Green lobby is seeing red 

over Prime Minister Paul Keating's 

first major policy statement on the 
nvironment since he took office in mid- 
992. Given the clout the environmental- 
sts wield at elections and the key role they 
layed in the ruling Australian Labor Par- 
y's close poll victory in 1990, Keating may 
iave cause to rue his actions during the 
ederal election that he must call before 
une. 

In his pre-Christmas environment state- 
nent, Keating sought to have it both ways. 
"o keep industry happy, he avoided hard 
lecisions on logging, mining, bio-diversity 
nd ecologically sustainable development 
'rogrammes. At the same time he sought 
о retain Green support in the coming elec- 
ion by allocating A$156 million (US$110 
nillion) to projects to reverse other major 
and degradation and water pollution 
roblems. 

But because he failed to meet other 
згееп demands, such as halting logging 
m old growth Australian forests, his offer- 
ng received only qualified support from 
mvironmentalists. Keating's angry reaction 
— that the Greens were "only interested in 
rees" — only served to aggravate the 
‘rowing rift between Labor and one of its 
trongest supporters. 

Keating's own interest — and the rea- 
on for his refusal to commit himself fully 
n forest issues — lay elsewhere. With the 
nnual wood chip licences to Japan up for 
enewal on 31 December, he was hoping 
is pro-logging policies would save two 
narginal seats — Eden Monaro in New 
outh Wales and Dennison in Tasmania — 
nd win another in Franklin, Tasmania, at 
he next elections. 

Keating also failed to endorse a prom- 
зе by his Labor predecessor, Bob Hawke, 
2 end woodchipping of old growth native 
\ustralian forests by 2000. This omission 
/as all the more glaring because Keating's 
nvironment statement coincided with the 
enewal of licences for wood chip exports 
vorth about A$400 million from Tasma- 
ia, New South Wales and Western Aus- 
ralia. Virtually all wood chips go to Japan. 

Environmentalists have long argued 
gainst woodchipping of Australia's al- 
eady seriously depleted old native forests. 
n the 200 years since European settlement 
f the continent, more than 70% of its rain- 
»rests have been destroyed, as well as 50% 
f other forests. Only 18% of eucalyptus 
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forests have never been logged. Australian 
industry plays heavily on images of out-of- 
work loggers unable to feed their children 
if it is shut out of these forests; environ- 
mentalists ask what kind of nation pulps 
scarce forests to make comic books for Ja- 
pan. 

Keating and his advisers had gambled 
his pre-Christmas appeasement would be 
enough to retain the Green vote because of 
the even worse environment record of op- 
position parties. Opposition Liberal Party 
leader John Hewson has been openly hos- 
tile towards Green issues. 

The powerful Green movement saved 
Labor in the 1990 election, when more Aus- 
tralians actually voted for then opposition 
leader Andrew Peacock 
than for Hawke. But Labor 
profited from its careful tar- 
geting of marginal constitu- 
encies, the Greens' prefer- 
ence for the party and Aus- 
tralia’s preferential voting 
system. Because many pro- 
environment voters gave 
their second, if not their 
first, vote to Labor, the 
party swept 10 marginal 
seats. 

Green issues have held 
a particular symbolism for 
Labor throughout its record 
term of office in Canberra 
since 1983. Hawke swept to 
power in that year partly 
because of a promise to 
stop a Tasmanian dam 
project. Thereafter he con- 
tinued to woo the environ- 
mentalists with other 
moves, such as halting logging in Queens- 
land's tropical forests. 

Keating's failure to win Green praise for 
his own measures came at the end of a 
year of diminishing Green support for 
Labor, and in a week when opinion polls 
showed signs of recovery for Hewson in 
the wake of his revamped Fightback eco- 
nomic package for the nation. 

In the 12 months that Keating has held 
office, Green disillusionment has been 
fuelled by several key issues. In June 1992, 
the Keating government rejected demands 
to ban the import of rainforest timber to 
Australia. In October, Keating came under 
fire again for failing to push through a law 
on endangered species. Australians have 
wiped out 27 species of animals and birds 
and more than 100 plants over the past two 
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Keating wants to have it 


centuries and environmentalists wanted 
the environment minister to have veto 

er on projects which threatened any 
endangered species. But Keating’s cabinet 
refused to grant the minister such powers. 

Earlier in the year, it had become obvi- 
ous that the government's Ecologically Sus- 
tainable Development process — set up by 
Hawke to bring industry, unions and 
Greens together — had become a sham- 
bles. Working together for over two years, 
the groups had come up with 500 recom- 
mendations to resolve economic-environ- 
ment issues. None of the proposals have 
been implemented. 

Keating is going to have to mend fences 
with Australia’s Greens. Despite record 
high unemployment, Green issues remain 
important to voters. One of the most com- 
prehensive opinion polls ever undertaken 
in Australia found last year that despite 
the country’s economic woes voters were 
not willing to turn their backs on their en- 
vironment. 

In a report to the government, the poll- 
sters said: “While unemployment clearly 
overshadows the environ- 
ment as a current issue, the 
environment emerges as a 


issue. When Australians 
think ahead a decade, it is 
the environment that 
emerges at the top of their 
crystal ball agenda . . . " 
The poll, by a firm 
called АМОР, found that 
while Australians do not 
like centralising power in 
Canberra, a clear majority 
"believe the federal gov- 
ernment should be able to 
set uniform standards for 
air and water pollution, the 
nomination of world herit- 
age areas, the protection of 
land and animal species, 
and land and soil degrada- 
tion.” Keating's statement 
sought to capitalise on the 
findings of the poll with a grab-bag of 
funding measures, including A$30 million 
for cleaning up pollutants entering rivers 
and A$16 million for new sewage treat- 
ment plants in towns along the Darling, 
one of Australia's most polluted rivers. 
Australians everywhere welcomed 
Keating's commitment to clean up the 
Murray-Darling river system — the lifeline 
of southeastern Australia. But this response 
was immediately nullified by Keating's 
outburst and his failure to explain his con- 
tinued support for logging old forests or to 
make specific commitments on other Green 
issues. Instead of support, the Wilderness 
Society — a prominent Green group — 
promised him "a long hot summer of pro- 
test,” which is not what Labor strategists 
had hoped for as the election looms. " 
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SOUTH KOREA 


Flight and fight 


Hyundai family's different strategies after poll 





By Ed Paisley in Seoul 


urviving as an opposition leader in 

South Korea requires a dogged de- 

termination to battle for years against 
what often seem to be insurmountable 
odds. Success in business, by contrast, is 
rooted in securing and then maintaining 
good relations with the government. 

For Chung Se Yung, Hyundai group 
chairman and younger brother of the com- 
pany's founder and defeated presidential 
candidate Chung Ju Yung, this dichotomy 
has become central to the way he runs the 
family business. 

How Chung resolves his dilemma may 
determine not only the future of the coun- 
try's second largest business grouping, but 
also the shape of opposition politics under 
the new presidency. The bitter confronta- 
tion during the election campaign between 
Chung Ju Yung's United People's Party 
(ОРР) and the ruling Democratic Liberal 
Party (DLP) under president-elect Kim 
Young Sam lies at the heart of the prob- 
lems facing the Hyundai leader. 

At a 26 December meeting with Kim 
Young Sam, the younger Chung sought to 
circumvent any government action against 
Hyundai for the substantial support it gave 
to his brother's presidential bid. "I promise 
that Hyundai employees who were in- 
volved with the UPP will be sent back to 
Hyundai," Chung told Kim at the meeting. 
“1 am really sorry that we caused social 
trouble and made you feel uncomfortable. 
I want your generous understanding, and 
will cooperate with your government 200% 
in the future." 

In contrast, the UPP is gearing up for its 
role in opposition by preparing to chal- 
lenge Kim on his handling of the economy. 
The party also plans to press on with its 
various legal fights over the alleged politi- 
cal transgressions committed by the DLP 
and the outgoing Roh Tae Woo adminis- 
tration during the presidential election 
campaign. Meanwhile, Chung Ju Yung has 
pledged to restructure the UPP into a broad- 
based opposition party and to strengthen 
it with Won 200 billion (US$253 million) of 
his own money. 

Although the post-election strategies of 
the two Chungs could not be more differ- 
ent, neither approach guarantees that their 
organisations can survive a sustained as- 
sault by the government. Kim will not eas- 
ily forgive Chung Ju Yung's fierce attacks 
on his personal capabilities and commit- 
ment to democracy during the campaign, 
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DLP insiders say. Nor will Kim soon forget 
that the Hyundai group provided plenty 
of cash and personnel to Chung's cam- 
paign. 

The pre-election hope at Hyundai and 
the UPP was that a strong showing by 
Chung in the election would insulate the 
business group and the party from politi- 
cal retaliation if Kim won. But the size of 
Kim’s victory, 42% of the vote to Kim Dae 
Jung's 35% and Chung's distant 16%, now 
has Hyundai executives and UPP officials 
wondering whether Kim will be magnani- 
mous or ruthless in victory. 

For its part, the Hyundai group is tak- 
ing no chances. With 13 of its top execu- 
tives still in jail for allegedly providing ille- 
gal funds and other support to the UPP 
during the campaign, group chairman 
Chung has ordered over 200 Hyundai em- 
ployees now on the UPP payroll to decide 





Chung's defeat puts pressure on Hyundai. 


immediately whether they want to return 
to Hyundai. 

“I wanted to straddle Hyundai and the 
UPP for a while before deciding my future 
in politics, but [Hyundai] chairman Chung 
told me I had to decide before Lunar New 
Year," a top UPP campaign team official 
said. "Chung Se Yung has said that politics 
and business must be separate, and he 
means it." 

Many Hyundai officials who unoffi- 
cially worked for the UPP during the cam- 
paign's final stage welcomed the chair- 
man's move. According to the sales man- 
ager of one Hyundai subsidiary, election- 
eering by group employees hurt domestic 
sales. He and other Hyundai middle man- 
agers, however, are expecting a turnaround 
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in 1993 as the company returns its atten- 
tion to business. 

They are also confident that Kim Young 
Sam will not be vengeful in victory. "Kim 
will need to show the people the integrity 
of his New Korea policy by not attacking 
Hyundai," the financial officer of another 
Hyundai company said. “Тһе new govern- 
ment will have no special reason to dis- 
criminate against us in favour of the other 
chaebol [family-controlled conglomerates].” 

Hyundai officials said they now hope a 
quick and clear divorce between the UPP 
and the group will convince Kim that he 
has nothing left to fear from Hyundai. 
They also believe that Kim's policy advis- 
ers will convince him the South Korean 
economy would be severely damaged by a 
sustained assault on Hyundai. 

The Hyundai group will account for 
roughly 11% of the nation's exports in 1992, 
analysts said. The group's turnover in 1991 
reached Won 44 trillion, or more than the 
annual government budget. With the 
South Korean economy still slowing, the 
new administration can ill afford to tor- 
pedo the country's second largest business 
conglomerate. 

Kim's advisers said he was aware of 
this, which may explain the conciliatory 
note he adopted during a 
meeting with Chung Se 
Yung. Remarking on Hyun- 
dai's involvement in the cam- 
paign, Kim said it was "a bad 
example in our political his- 
tory [as] I’m afraid that the 
people think money is every- 
thing.” But savouring his 
victory, Kim concluded that 
“fortunately, our people 
made a wise decision.” 

Nevertheless, Kim has 
promised to rein in the finan- 
cial and market influence of 
the country’s chaebol in order 
to promote the competitive- 
ness of small and medium- 
sized industries. Hyundai 
could become the principal 
target of this policy, local bro- 
kers believe. 

The Hyundai group and UPP could also 
face renewed legal harassment from the 
government. According to local press re- 
ports, the prosecutor's office is now con- 
sidering whether to charge Chung Ju Yung 
with illegally accepting money from the 
Hyundai group. Government prosecutors 
are already going ahead with indictments 
against UPP officials who engineered the il- 
licit recording of a meeting of senior local 
government officials in Pusan in the clos- 
ing stages of the campaign. 

Chung’s son, Chung Mong Joon, a UPP 
assemblyman, has been called in for ques- 
tioning over allegations he promised to pay 
Won 10 billion for the bugging operation. 
While he admitted to prosecutors that he 
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igreed to pay Won 20 million for a tape | 
ecording of the meeting, he denied any 
idvance knowledge of the bugging opera- 
ion. 

At the meeting, local national security 
officers and top Pusan city administrators 
were taped discussing strategies of how to 
msure Chung's defeat, damaging Kim 
Young Sam’s clean political record and the 
Зоһ government's claim of neutrality. The 
zovernment is seeking indictments of those 
attending the meeting and those who re- 
corded it. 

Under pressure from the government 
n this and other lawsuits — including a 
ibel suit against Chung by the central bank 


ind various court cases involving UPP and | = 
Hyundai officials — the UPP's disparate ele- | 


ments may not find the time to forge some 
zommon ground to hold the party to- 
zether. 

Lee Man Woo, a visiting professor at 
5eoul's Kyungnam University’s Institute of 
Far Eastern Studies, believes it will be diffi- 
zult for the UPP to emerge as a viable oppo- 
sition party because it is composed of so 
папу “migrant politicians" — a reference 
О those who are seen as having jumped to 
Һе upp from the DLP for political gain. In 
iddition to Chung and those remaining 
rom Hyundai, the UPP contains a number 
Ж former DLP members who bolted after 
lisagreements with Kim Young Sam. 

New UPP members like Lee Jong Chan 
»f Seoul and Park Chul On and Kim Bok 
Dong of Taegu came from the DLP's con- 
servative wing and were expected to help 
Thung garner votes in these critical swing 
‘egions. In the event, their drawing power 
ог Chung was minimal, which has weak- 
жесі their claim to senior positions within 
he party. 

Ironically, this may strengthen the UPP 
‘or the present as they and others who 
oined the UPP "have no place else to go," a 
senior party official said. “The UPP is a shel- 
er with money,” he noted. 

The most bitter irony, though, is that 
the entire UPP seems to be counting on Kim 
Young Sam himself to save the party. Some 
JPP officials spoke of Kim's need to nur- 
ure a viable opposition party not rooted in 
1 particular region of the country, or he 
would be criticised for harming the democ- 
гасу he has sought so long to create. 

This line of reasoning, transparently 
umed at subordinating the Democratic 
?arty, which is closely identified with the | 
country’s Cholla provinces. Its former 
eader, Kim Dae Jung, left politics after his 
hird failed bid for the presidency. 

АП this sophistry, however, may well 
»e wishful thinking on the part of the UPP. 
Analysts expect some UPP assemblymen to 
leave the party for the DLP or even the 
Democratic Party, which enjoys a stronger | 
position in the National Assembly. Whe- | 
ther that happens will probably be decided 
in the next few months. W 
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RELATIONS 


Rapped knuckles 


China punishes France for Mirage sale 





By Lincoln Kaye in Peking 





“kill the chicken to scare the monkey,” 

Peking has ostentatiously penalised 
France for its still not officially confirmed 
sale of Mirage fighter jets to Taiwan. Paris 
will lose its consulate in Canton and French 
firms will be shut out of the bidding for 
Canton's subway system. 

A Peking-based diplomat characterises 
the moves as "'voodoo diplomacy.’ By nee- 
dling Paris, the Chinese hope to warn off 
other countries, too . . . But so far, the 
French and the rest of the West are feeling 
only pin-pricks." 

Although galling, the loss of the newly 
opened Canton consulate is hardly crip- 
pling, the diplomat explains. And industry 
sources say that Anglo-French consortium 
GEC-Alsthom had already dropped behind 
the US-based Westinghouse, Germany's 
Siemens and Japan's Mitsubishi in its bid 
for а US$200-300 million contract to sup- 
ply the Canton subway with rolling stock, 
signalling and telecommunications equip- 
ment and an electrical power system. 

Nevertheless, Peking hopes, the lesson 
of Paris' contretemps will not be lost on 
such other potentially troublesome foreign 
capitals as: 
> Washington, which shows no signs of 
wavering in its plan to sell Taiwan 150 F16 
fighters as president-elect Bill Clinton 
heads for inauguration still sending am- 
bivalent signals about his China line. 
> Bonn, which reportedly remains dis- 
posed to contract with Taiwan for frigates 
and submarines, despite the resignation 
of Commerce Minister Jurgen Molleman, 


I n line with the old Chinese nostrum 
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leading proponent of the sale. 

> London which continues to provide 
unstinting support for Hongkong Gover- 
nor Chris Patten's democratic reforms. 

With such a roster of diplomatic adver- 
saries, no wonder China feels ganged up 
upon. Peking's official media have even 
started unearthing 19th century precedents 
of anti-Chinese collusion in an appeal to 
popular jingoism. The campaign started 
with an allusion in the communist-control- 
led Hongkong press to the opium-dealing 
past of Hongkong trading house Jardine 
Matheson, which had backed Patten. 

From Christmas to New Year, newspa- 
pers and television ran repeated features 
on the Second Opium War (1860), in which 
“the allied English and French bandits op- 
pressed China,” according to China Youth 
News. Ironically, the week-long Opium 
War revival culminated with the seizure 
by Hongkong police of a mainland mer- 
chant ship that was caught smuggling raw 
opium into the British colony. 

Peking’s assertion of dominance over 
the Chinese societies on its borders — Tai- 
wan and Hongkong — emerged as the top 
priority in Foreign Minister Qian Qichen’s 
year-end summary interview with the offi- 
cial New China News Agency. He classi- 
fied the two territories, as “major questions 
of principle . . [оп which] there is no room 
for concession.” 

China has “taken note” of Clinton’s 
avowed “positive intentions” on Sino-US 
relations, Qian added. So far, China has 
announced no sanctions over the F16 sale, 
although a Foreign Ministry spokesman 
darkly warns that the matter is “not over 
yet.” п 
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you far away from the shackles of 
the city, there is one thing you 
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The fuel-injected and sporty 
190E Series with its advanced 
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Sales of TV sets hit 6 million a year. population had annual household 


Rajiv Gandhi, who succeeded his 
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ште advertising which created an up-mar- 
с ket image without referring to Nirma's low 
price. 
: “Nirma’s success is an excellent exam- 
ре of price-quality positioning and cute 
|. advertising,” says market consultant К. К. 
‘Swamy. “Another major factor is the im- 
г pressive growth of the overall market since 
се 1970s, not just the urban sector but the 
|; rural one too. Without this growth Nirma's 
“Success would not have been so phenom- 
гема” 
222 Nirma has become such a legend in the 
., marketing lore of India that one advertis- 
. ing bard, with apologies to Shakespeare, 
waxes lyrical: "There is a tide in the affairs 
‚ОЁ brands, which taken at the flood, leads 
ЧО fortune." But the road to fortune 
_ through cut-rate pricing is nobody's mo- 
nopoly. Several small manufacturers have 
imitated Nirma, penetrated the lower end 
_ of the market and notched up annual sales 
of some 50,000 tonnes. 
Ви Lever, the grand-daddy of deter- 
ents, has not been sitting on its haunches. 
Concentrating initially on the upper end of 
the market, it retaliated with an aggressive 
campaign for Surf as "value for money." 
Lever's Sunlight brand, priced between 
Surf and Nirma, made its debut in 1985. 
5; Two years later Lever came up with an- 
other brand, Wheel, priced close to Nirma. 
Wheel made inroads into Nirma and has 
become Lever's second best-selling deter- 
gent. Lever currently sells an estimated 
50,000 tonnes of detergent annually. 
(s.n a sub-plot to the detergent drama, 
| Patel decided to challenge Lever in the 
. mass toilet-soap sector as well. He 
, launched Nirmabath, with packaging re- 
_-sembling Lever's Lifebuoy, which has 45% 
;; of the Indian market. However, Lifebuoy 
_» proved too well-entrenched. 
22 The low-brow wrangle for the rough 
_ wash was drowned out somewhat with the 
_ entry of Procter & Gamble. Last year, after 
. considerable research and test-marketing, 
. P&G launched Ariel, aimed at the high- 
_-brow clientele usually called the "silk sari 
brigade." Even as Procter was gearing up 
60 hit the market, Lever came up with its 
owr top-end Surf Ultra. 
Asthe two giants slugged it out in their 
| promotion campaigns, Procter had to 
counter a whispering campaign against the 
ading effect on clothes of a bleach Ariel 
contained. Undaunted, Procter received an 
endorsement for its detergent from 
2 Mafatlal Fabrics, a major textile manufac- 
turer. 

Lever challenged Mafatlal’s endorse- 
-ment and complained to the Monopolies 
гапа Restrictive Trade Practices Commis- 

sion as well as the Advertising Standards 
Council. Lever won the first battle after 
Procter agreed to amend its advertise- 
ments. Like every good soap opera, future 
episodes are to follow soon. 
ШУ. G. Kulkarni and Sucheta Dalal 
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MARKETING 


Fizz fights 







India's soft-drinks market is treacherous 


George Fernandes, the stormy 
petrel of Indian politics who 
grew up in the rough and 
tumble of militant trade un- 
ions, loves a good fight. As in- 
dustry minister in 1978, he threw Coca- 
Cola out of the Indian market. Along with 
other nationalists he questioned why a 
multinational should make money in India 
selling what Indians could produce. 

India has changed a lot since then. Pepsi 
is here and Coke is due for a sécond com- 
ing in a joint venture with Rajan Pillai, the 
Singapore-based Indian tycoon. 

But will things go better with Coke this 
time? Ask Pepsi, which made its first over- 
tures to New Delhi in the late 1980s. It hit 
the market in 1990 after struggling for four 
years to find its way through the minefield 
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Foreigners struggle with local brands. 


of government permits and hostile Indian 
lobbies. Pepsi was allowed in only after it 
made a huge commitment to manufacture 
processed foods in India for the export 
market. Coke has also entered the country 
through a joint-venture food company. 

Until the late 1970s, Coke led the cola 
camp. It imported the drink's concentrate 
from the US and merely added the watery 
fizz and bottled it in India for sale. Social- 
ists led by Fernandes wanted the concen- 
trate to be made in India, the aim being to 
transfer technology and retain the added 
value in the country. Fearing a leakage of 
its secret formula for the concentrate, Coke 
demurred and was driven out. 

Only then did the indigenous soft- 
drinks industry take off. A host of native 
colas and other soda-pops proliferated in a 
cut-throat domestic market, sheltered from 
external competition. Leading the Indian 
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pack were Parle (pronounced "parlay") 
Products, followed by Pure Drinks. 

When New Delhi began considering 
Pepsi's proposals seriously in the late 
1980s, the domestic duopoly was alarmed. 
It wanted to retain its stranglehold on the 
huge middle-class market and was appre- 
hensive of the strength of an internation- 
ally established brand name like Pepsi. 

Parle chief executive Ramesh Chauhan 
led the charge by organising a powerful 
lobby of politicians to air the interests of 
domestic industry in Parliament. The idea 
was to frustrate Pepsi by getting it bogged 
down in a prolonged political wrangle, 
even as Pepsi was playing up its commit- 
ment to earn foreign currency for India. 

In the event, Pepsi won, but barely. By 
the late 1980s, New Delhi had begun al- 
lowing entry to foreign producers of con- 
sumer products as long as the international 
brand name was not used. Hybrid names 
incorporating the foreign originals were the 
easy way out. Therefore Pepsi chose to pre- 
fix "leher" (meaning ^wave") to its prod- 
ucts as a price for entering the Indian mar- 
ket. New Delhi has since permitted foreign 
brand names to be used freely. 

Pepsi soon found out that it was diffi- 
cult to break into the new market. Parle's 
brands — Thums UP, Limca, Gold Spot and 
Citra — dominate the market in western 
India. Pure Drink's Campa Cola leads in 
the northern region. 

Parle's market share was 55% of the to- 
tal 120 million cases of soft drinks sold in 
the year to March 1992. Pure Drinks held 
13% and Pepsi 17%. 

Parle has bested other rivals too. The 
Indian subsidiary of British food giant 
Cadbury made a disastrous foray into fruit- 
based drinks under the brand "Appela" in 
the late 1980s. United Breweries, a major 
Indian conglomerate which launched a 
{паа of cola, orange and lemon drinks, also 
had to bow out of the market. 

Big names like General Foods also came 
a cropper. Ju-C, a soft-drink concentrate 
produced by its Indian joint venture, 
Kothari General Foods, failed even to dent 
"Rasna," the market leader from a small 
Indian manufacturer, Pioma Industries. 

Similarly, Tang, General Foods' orange 
drink, though popular when smuggled 
into the country, lost its glamour when it 
was produced in India in the late 1980s. 
Multinationals are learning that even in the 
growing Indian market, carving out a solid 
niche and then retaining it is not easy. 

W Sucheta Dalal 
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Bad boy makes good 


Tokyo Steel thrives by being different 


okyo Steel's head office is free of the 

] confusion found in the headquarters 

of most Japanese companies. You 

will see no executives sitting idle in the 

clutter-free office, and managers work on 

powerful laptop computers, which is 

nearly unheard of in technology-shy head 
offices in Japan. 

Forty-seven-year-old president Mas- 
anari Iketani, one of Japan's youngest chief 
executives, has cultivated an atmosphere 
of sleek efficiency at Tokyo Steel. "Iketani 
runs a tight ship," says an executive at a 
rival company whose head office alone has 
more employees than Tokyo Steel's 1,450- 
strong workforce. "The most important 
thing to him is profit." 

: It’s а good thing, too, given the 
depressed state of Japan's steel industry. 
Т of oH beams and car chassis 
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are loaded down by high inventories 
and falling margins. As a result, steel mak- 
ers are expected to report sharply lower 
profits in the fiscal year ending on 31 
March. 

Unless the construction and auto indus- 
tries recover soon, analysts do not expect 
results to improve much in the coming 
year. Amidst these hazy prospects, Tokyo 
Steel stands out as brightly as the arc glow 
at one of its electric furnaces. 

Combining low overhead costs, strong 
finances and nimble management, Tokyo 
Steel produces 2,610 tonnes of steel annu- 
ally per employee. That is twice as much 
output as Japan's next most efficient steel 
producer, Toa Steel, and four times that of 
such regional heavyweights as Pohang 
Iron & Steel of South Korea and China Steel 
of Taiwan. 

Tokyo Steel expects net income in the 
current fiscal year to fall 32% from a year 
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earlier to Y21 billion (US$165 million) on: 
4% revenue increase to X221 billion. This 
earnings level, though low, is slightly more 
than that forecast for Nippon Steel, Japan’ 
largest integrated steel maker with 10 times. 
the sales of Tokyo Steel. ; 

Iketani, whose family controls abot 
27% of Tokyo Steel’s stock, is not resting. 
on his laurels either. At a time when com: 
petitors are slashing overhead costs and 
trimming capacity, Tokyo Steel is set to 
spend ¥80 billion on two new production 
facilities that will double the company 
output by 1997, 

"From our past experience, we believ: 
it is best to make an investment during 
recession so that we can ride the economic 
cycle when it picks up,” says Hideo Ozeki, 
Tokyo Steel’s executive vice-president and 
Iketani's right-hand man. 

Tokyo Steel has not disclosed tl 
planned product mix at the new plan 
Analysts, however, believe the compar 
will concentrate on making hot coil, a prod. 
uct long considered the province of the 
blast-furnace steel makers such аѕ Nip) 
Steel. 

In April, Tokyo Steel began такі 
low-grade hot coil suitable for use by 
construction industry at its plan 
Okayama prefecture. This market i is di 
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Getting electricity flowing even 


Water, it's one of the oldest renew- 
able energy sources and was one 
of the first sources used for power 
generation. We have been harnes- 
sing it since 1881. Since then we 
have suppji@i¢kagoreythan 700 hydro- 
power machines to те than, 50 
countries around the world. 


Furthermore, our reliance on hydro- 
power will continue far into the fu- 
ture. We need this clean energy 
source to help meet the world's 
growing energy demand. 


where there is little water 


Generating plants of all sizes 
The world's largest'hydropower 


plant generates electricity with our 


technology. At Itaipu, Brazil nine, % 
Siemens machines each generate 
824 ММА. And the kilowatt-hours 
generated daily by smallekSlemens- 
built plants are too numerous to 27 
count. - 
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The benefits of water 


Worldwide interest is growing in 
small hydropower plants. At care- 


X fully chosen sites, they not only 
„operate cost-effectively and effi- 
' ciently, but reliably, virtually mainten: 


ance-free and without continuous 

monitoring. Both here and in plant 
modernization it's our experience 

that counts. 














Clean energy 

Only cost-effective, clean power 
generation will be able to meet the 
growing worldwide energy de- 
mand while conserving resources}, 
We are committed to putting this} 
principle into practice. In all fields}, 
of power plant engineering we 
design, develop and supply state- 
of-the-art systems, equipment and 
turnkey plants tailored towards 
pollution control and higher cost- 
effectiveness. 
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: Taiwanese people 
; Kuomintang line. This view is a conse- 
‚ quence of the economic and diplomatic re- 
; lationships formed by the government 
| with other countries, particularly the US. 
Ва the driving force behind Taiwan's great 
; wealth, its strength and its opportunities 
| has been its de facto independence. 





LETTERS 


| Vive la difference 

| Julian Baum's article оп Taiwan's fragile 
; political structure [Split in the ranks, 24- 
221 Dec. '92] was clear and informative. Yet 
| 1 do not believe it properly stressed the 
; idea that Taiwan was and is a nation/ 
; country/state in its own right. 


The article pes to imply that the 
had accepted the 


With the passage of time Taiwan has 


| consistently proved itself independent. It 


has integrated itself into the global 
economy by stressing the free enterprise 
values that have made the US so appealing 


‚ to immigrants seeking a better life. Іп so 
| doing, Taiwan has drifted far from the 


original course set by Chiang Kai-shek. In- 
deed, Taiwan has surpassed the main- 


| land by proving its own ideas superior to 


those of Mao. As the twentieth century 
draws to a close, Taiwan finds itself a key 
player. 

In the eyes of the people, there never 


| was "one China." As soon as Chiang set 


foot on Taiwan, a whole new breed of peo- 


| ple emerged. The People's Republic of 
| China must recognise this independence, 


for unity with the mainland today is bound 


| to have only detrimental effects. 


PETER CHANG 
St Louis, Missouri 


; Nod to nationalism 


Ah, the new missionaries. You notice 


| something happen — “the Soviet empire 


simply shattered" [EDITORIAL, 7 Jan.] — 


| and ascribe its cause to the Greater Power 
| ("the market was the far superior mecha- 
; nism" — same editorial). But this analysis 
_ is far too simplistic to be tenable. Not eve- 
| ryone was surprised by the USSR's col- 
| lapse. Even a superficial comparison be- 
| tween the natural resources of America, 
| Europe and the Soviet Union would show 

| the latter's relative weakness: x 
| The real surprise is that the USSR was . 

| able to maintain superpower status for so. 5. 
; long. No doubt à strong central govern- 2. 

| ment (whatever its colour) helped. And a 
кеу factor in the decline of the system was, 
| of course, the economic aggression of much 
_ of the rest of the world.— hardly what one: ^ 
: may reasonably label.’ ‘the market.” | 
| Your further speculation that the same" 
| forces can “create middle classes. that de- 


mand an end to authoritarian rule" in Viet- 
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nam is barely sustainable. The authoritar- 
ian rule of Vietnam is not that of your writ- 
er's prejudices; the ruling clique, for exam- 
ple still retains some of the nationalist ku- 
dos obtained from their having kicked out 
the French and the Americans. If your 
writer thinks that the forces of nationalism 
are unimportant compared to those of "the 
market," then he has missed recent events 
in Eastern Europe. 

Might I also commend your writer for 
the imaginative suggestion that the bur- 
glary in the Watergate was retrospectively 
responsible for America's defeat in Viet- 
nam. À wonderful flight of fancy. 

ROB HURLE 
Canberra 





Nuts 

The developments in Cambodia [Strained 
ties, 17 Dec. '92] again prove what non- 
sense it was to include the Khmer Rouge 
in the peace process. The United Nations: 
forces should stop letting the Khmer Rouge 
make them look like fools and begin to act 
decisively. This should be done by military 
means, and Thailand should be forced to: 
accept UN resolutions or face the conse- 
quences. 

Holding free and fair elections in a ru- 
ined country such as Cambodia was a 
weird idea. But including the Khmer 
Rouge in this process is just plain nuts. 

WILLY VAN DAMME: 
Grembergen, Belgium 


Never happened 

Regarding your SHROFF column of 24-31 
December 1992, it was factually incorrect 
in describing an “after a hand is faster than 
the eye restructuring” of Lee Ming Tee’s 
Allied Group, inasmuch as the restructur- 
ing was never put to the test. It was a pro- 
posal I never made; nor could I have talked 
up the group on an event that did not even 
happen. 

In addition, 1 am not on record regard- 
ing the Allied Group in 1992, which is the 
year Shroff is concerned about. 

South China Brokerage Co. was ар- 
pointed to advise the Allied Properties mi- 
norities on the restructuring in 1992. My 
advice was that the proposals ought to be 
rejected. 

HOWARD GORGES 
South China Brokerage Co. 
Hongkong 


і Correction 


Tn the table of economic forecasts [YEAR-END 


< SPECIAL, 24-31 Dec. 921, some figures for 


Indonesia appeared in the wrong order. The 


¿correct order should be: inflation (5.4% for 


1992 and 6.0% for 1993), average prime rate 
(24.0% and 22.0%) and average deposit rate 
(18.0% and 16.0% 
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EDITORIAL 


Tokyo's real scandal 





Japan Inc. encourages business-government graft 


rown Prince Naruhito's engagement to a Harvard and 
Oxford graduate who has spent half her life abroad 
suggests that for all its tradition the Chrysanthemum 


Throne may be less feudal in outlook than Japan's political | 
and economic establishment. For the past year that estab- | 
lishment, embodied in the ruling Liberal Democratic Party | 
(LDP), has been mired in a scandal linking some of its most | 
powerful figures to organised crime. This is the scandal that | 
| mechanisms artificially discouraging consumption and de- 

But the real scandal is not simply the #215 billion | 
(US$17.2 million) in payments that the president of the To- | 
kyo branch of Sagawa Kyubin, Japan's second-largest truck- | 
delivery service, is supposed to have doled out to LDP poli- | 
_ simply by removing the current politicians from office. For 


has attracted the attention of the media. 


ticians between 1988 and 1992. Nor even is the scandal that 
the beneficiaries included three former prime ministers 
(Yasuhiro Nakasone, Norobu Takeshita and Sosuke Uno) 
and the powerful leader of the LDP’s Takeshita faction, Shin 
Kanemaru. Nor is it that payoffs were also made to organ- 
ised crime or that the illegal political contributions dwarfed 
later fines. By now, none of this shocked the Japanese. 

The real scandal is more sinister and deeply rooted. It is 
the centrally controlled system that gives a handful of Japan- 
ese politicians and bureaucrats enormous control over vir- 
tually all aspects of economic life. Behind the anger of most 
Japanese people is the feeling that the system is rigged. And 
they are right. 

Wherever central control exists over economic levers, 
there is an invitation for money-for-favours — whether 


Communist Party bosses in China extorting bribes or Ferdi- | 


The savviest politicians realise this, and they try to use the 
bureaucracy, which means they are used in return. In the 
1970s, for example, the bureaucracy decided it needed a 
consumption tax. What they did was work on various fi- 


nance ministers — all of whom, not coincidentally, hap- . 


pened to be top and often rising members of the LDP. The 
tax was eventually rammed through despite being wildly 
unpopular with a public already burdened by a host of 


spite the LDP's major setback of actually losing a few seats in 
elections where the tax issue figured prominently. 

The lack of a genuine opposition party to the LDP, how- 
ever, means that it is all but impossible to change course 


all its vaunted democracy, Japan has been a one-party state 
for most of its post-war history. The nominal opposition, 
the Socialist Party, remains committed to the defeated ideol- 
ogy that bears the party's name and also still calls for an end 


to the US-Japan alliance. The party is, in other words, on the | 


fringe of Japanese society. The result is that when voters are 
upset and want to throw the rascals out, they can't. The 
alternative is too extreme. 


e wonder how long the Japanese people will put 
up with this unusual system, especially now that 
politics and economics have opened up elsewhere 


| in the region. To be sure, it is hard to imagine scenes in 


nand Marcos rewarding his friends with monopolies. The | 


Japanese, of course, are no more corrupt than anyone else. 
But the country's high degree of centralisation and the vast 


amount of money at stake helps explain why political/fi- | 


nancial intrigues pop up so regularly: the Lockheed bribes, 
the Recruit shares-for-favours affair and so on. 

Take the crisis this time. Like many industries in Japan, 
trucking is highly regulated. The Tokyo Sagawa Kyubin 


president at the heart of this intrigue, Hiroyasu Watanabe, | 
eventually paid off politicians for his own benefit. But the | 
reason the company got into the business of doling out | 


money to politicians in the first place was to get help in 
dealing with regulatory and tax agencies. In vertically or- 
ganised Japan, where access to capital and markets is all but 
impossible for outsiders, it should be no surprise that busi- 
ness executives look to well-placed politicians for relief. It is 
even less of a surprise that politicians encourage the ap- 
proach, or that they understand that deregulating the 
economy would only reduce their ability to attract political 
. contributions. 


Adding to the special nature of Japan's problem is that | 
politicians themselves are less powerful than the more or | 


less permanent bureaucracy that really sets Japan's agenda. 
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Japan akin to the street protests of Thailand and South Ko- 
rea or even the chair throwing of Taiwan's National Assem- 
bly. South Korea is especially interesting in that it tradition- 


| ally has been seen as closest among the Tiger economies to 


the Japanese example. But in the recent election all three of 
Korea's contenders for the Blue House responded to popu- 


| list pressure by coming out against the chaebol, Korea's ver- 


sion of the large business conglomerates that reign in Japan. 
Surely it is dawning on Japan's young people, many of 
whom have grown up in affluence and have seen other 
parts of the world, that there are other government models 
available. Japan's attempt to ignore world efficiencies and 
come up with its own version of everything is exacting great 
costs in an increasingly world economy. Look at it this way: 
If IBM had a hard time going its own way in one market, 
how can Japan Inc. hope to do it in every market? 

Now, it is not for us to say whether Japan would be 
better off with a two-party system, which, if it did happen, 
would more likely evolve not from the Socialists but from a 


split in the LDP. But the one thing we do feel safe in saying - 

is that relaxing the tight grip the central bureaucracy exerts | 
over the economy would reduce the opportunities for graft. | 
It would also increase the opportunities for Japanese to take. 


ideas to market without first having to grease the palm of 
the nearest pol. " 
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All of our customers 
are on top of the world. 
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successful, but Peking's investment arm 
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associates that he may retire soon. 
Hongkong correspondent Tai Ming 
Cheung reports on how Rong’s departure 
represents a severe test as the company 
seeks to take advantage of China’s free- 
market economic policies. Page 48. 
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at Tokyo's Narita International Airport. In December, Ja- 
par's three airlines and the international carriers they han- 
dle moved into Narita's new Terminal Two. The big US 
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ABC] Member of the Audit Bureau of Circulations, London w.3 | conflict resolution through bargaining and negotiations no longer appear to work. 
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Malaysian Prime Minister Mahathir wants to strip sultans of legal immunity. 
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Battle roval 


The government does not hold all the trumps in its contest with the 
sultans, but the outcome may still be to strengthen the power of 


Mahathir and Umno. 


By Michael Vatikiotis in Kuala Lumpur 


aming Malaysia's traditional rul- 

ers is proving difficult, even with 

public support. Less than a week 

before the Malaysian parliament 
was due to debate changes to the constitu- 
tion that would deprive the sultans of their 
legal immunity, the nine Malay rulers indi- 
cated their reluctance to agree. If they do 
not, the constitution stipulates the amend- 
ments cannot become law. 

"| did not think this would be easy," 
said Prime Minister Datuk Seri Mahathir 
Mohamad after an informal meeting with 
the nine rulers on 9 January. “1 felt from 
the views of the rulers that they felt that it 
was better there are no amendments. How- 
ever, they did not say yes or по,” he said. 

Mahathir may have been understating 
the size of the problem. Some observers, 
pointing out that this is the second time 


10 


Mahathir has confronted the rulers, suspect 
that the amendments are part of a broader 
strategy to place curbs on Malaysia's roy- 
alty. W ‘hether or not this is true, the present 
crisis — sparked by the Johor sultan's al- 
leged assault of a school hockey coach in 
November — will also have an impact on 
Mahathir's leadership, which stands to be 
further reinforced if the issue is resolved 
smoothly in the government's favour. 

The proposed bill seeks to add five new 
provisions to the constitution and to 
amend two clauses so as to deprive the 
rulers of their current strict legal immu- 
nity. The government has also said that the 
changes would not be made retrospective, 
meaning that the rulers will not be brought 
to book for their past alleged misdeeds. 

No one doubts that the government will 
get full support for the amendments. The 
ruling coalition led by United Malays Na- 
tional Organisation (Umno) has à two- 
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thirds majority in parliament, and some 
opposition MPs have also expressed sup- 
port for the move. The problem for Ma- 
hathir and Umno is how they should pro- 
ceed if the rulers ultimately withhold their 
consent. The constitution is clear on this 
point. Without their assent, any legislation 
affecting the rights and privileges of the 
rulers cannot become law. 

The government's immediate tactic, it 
seems, has been to turn up the heat. The 
day after the 9 January meeting, Deputy 
Prime Minister Ghafar Baba warned the 
sultans not to depend on the constitution 
— it was man-made and could be changed 
at any time. Pointedly, and with some emo- 
tion, he said: “There is no point in remain- 
ing as a ruler if the people no longer want 
the monarchy, and as such they must lis- 
ten to the people." 

Throughout this long, drawn-out cam- 
paign, which began in early December, the 
government has claimed popular support 
for the move. Officials point to the volume 
of correspondence endorsing the govern- 
ment's stand in the local press. 

By and large, the Malay community 
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seems to have swung behind the govern- 
ment because of the belief that no one 
should be above the law. But many Malays 
still consider the sultans an important cul- 
tural and political prop guaranteeing their 
dominance in Malaysia's plural society. 
"There is no question that people resent 
the way the sultans behave. But there is no 
question that people still want their kings," 
said an Umno politician. 

Voicing a typical view, one Malay busi- 
nessman said: "We want to modernise the 
monarchy. We reject their feudal ways. But 
we still need the monarchy to maintain 
Malay dominance and a Malay as head of 
state. But we must discipline them." 

A more extreme view, proposed by 
Malay intellectuals and writers in a mani- 
festo drawn up at a one-day forum on 10 
lanuary, moves away from regarding the 
rulers as the key to Malay dominance. The 
ntellectuals argue instead that the survival 
of the Malays “depends on the quality of 
ће Malay community itself, the ability of 
ts individuals in scientific and economic 
Зеі45, and belief in [Islamic] religious val- 
Jes.” 

Observers believe this view is close to 
the Umno leadership's belief that Malays 
should no longer be bound to traditional, 
hereditary social structures. Umno rhetoric 
is full of references to the modern Malay, 
‘he business-minded Malay, the scientifi- 
tally oriented Malay. None of which lends 
tself to preserving older Malay traditions 
issociated with a feudal past. 

Where there is dissent, however, is over 
he way the campaign has been conducted, 
particularly by the government-influenced 
oress. "People may agree with the amend- 
nents, but the way in which they have 
жеп handled by the press has given the 
mpression that Mahathir is not in control 
X the debate,” said an Umno politician. 
Mahathir himself has admitted that there 
5 concern within the party about the way 
he press has handled the issue. 

Aware of Malay ambivalence over the 
ssue, the government has given repeated 
issurances that it does not intend to do 
tway with the monarchy as an institution. 
‘It is not our intention to do away with the 
ulers," Mahathir said after meeting Umno 
nembers in late December. Amendments 
о the Sedition Act will stop short of allow- 
ng anyone to question the continued exist- 
nce of the monarchy. 

But what options does Mahathir have if 
he rulers dig in their heels? Asked repeat- 
dly about this, Mahathir has said he will 
ross this bridge when he comes to it. Po- 
itical observers believe he is almost there. 

Some Malay politicians have resorted to 
xaggerated scenarios. Among them are 
uggestions that Mahathir may suspend 
he constitution and govern under a state 
f emergency, though most observers rule 
his out as too extreme. People who know 
Aahathir well say any compromise on his 
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part is unlikely. A referendum could re- 
veal fissures in the Malay community over 
the issue, observers say, particularly in ru- 
ral areas where the rulers retain much of 
their traditional support. 

A more reliable means of seeking a 
popular mandate, Umno insiders say, 
would be to call an early general election 
— a prospect already being contemplated 
in Umno circles for late 1993 or early 1994. 
This would force Malays to make the more 
difficult choice between their rulers and 
Umno's continued dominance of the gov- 
ernment. 

Of course, the sultans might end up 
agreeing to the amendments. A rulers' con- 
ference is scheduled for 16 January, and 
even if they fail to agree then, they will 
have another 60 days after the amend- 
ments are passed in parliament before a 
decision must be taken. 

The first time that Mahathir went head- 
to-head with the rulers was in 1983. On 
that occasion, he emerged only partially 
triumphant because, among other things, 
public support was not solidly behind him. 
The reckoning this time is that Mahathir 
may have again underestimated the extent 
of public support for more than a limited 
move to curb royal privileges. 


Malaysia's king is reluctant to accept curbs. 


“Не is using a mallet to hit a mosquito," 
said one former Umno member. “They 
have pushed the issue for too long," said a 
Johorean, "long enough for people to think 
of the implications." 

Among those implications is a feeling 
in some quarters that the rulers are not the 
only members of the elite to enjoy immu- 
nity. “New rajas [kings] are already being 
created,” said one Malay writer referring 
to the extravagant behaviour of some sen- 
ior government leaders. Indeed, the Malay 
intellectuals’ manifesto explicitly referred 
to the need to erase feudalism practised 
not just by the rulers, but also by “which- 
ever parties.” " 
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The pride 
of Johor 


Umnos birthplace is 





split on sultans’ rights — 
53 

By Michael Vatikiotis i in | Johor Baru E 
he voice of the imam leading Fri- | E 


day prayers at Johor Baru's mag- | 


; nificent Abu Bakar Mosque cut 


through the sultry midday heat. Aided by | 
loudspeakers, his sermon carried down the | 
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hill on which the century-old mosque sits, | 


rebounding off a nearby office building. 


"Lately we have been divided over a 74 


small matter, which our enemies would | 
like to exploit,” said the imam, calling for | 
unity among Muslims. This “small matter” 
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— amending the federal constitution to | 
strip the Malay rulers of their legal immu- | 


nity — has made the southern state of Jo- | 
hor the focus of a confrontation between 


E 


Malaysia's politicians and its royal houses. | 3 


Among the worshippers that day was | 
Sultan Mahmood Iskander of Johor, whose | BS 
alleged assault of a school hockey coach on _ 
30 November precipitated the crisis. Ear- | 


lier, he had been persuaded to call off a 
mass rally at his palace, for fear that things | 
could turn nasty. Observers say that per- 
haps it was just as well. 

For, judging from the mood at е 






mosque, support for the sultan may be- ы 


waning. As soon as prayers ended, about | a 


half the congregation got up to leave. - 
Others continued to pray, while the rest — 
a hundred or more — lined up to greet 
their sultan, bending low to kiss his hand. 


x 


Johor, Malaysia's second-most popu- | 
lous state, is a complex place, explained E 
veteran socialist politician Abdul Razak | 
Ahmad later that afternoon. "You can't re- | 
ally tell how people will react; they аге | 
very proud.” The coffee-shop consensus in | 
Johor Baru was that people were not | 


pleased with their sultan's behaviour. 

But Johor Baru is only one part of this - 
sprawling state of 2.7 million people which — 
lays claim to being the birthplace of Malay 
nationalism. Farther to the north, some | 
three hours' drive from Johor Baru, lies the 
village of Parit Bakar. Sitting in the front | 
room of his humble Malay house, Thalib | 


Mahbeb explained why, in his eyes, ч ig 


sultan has been wronged. 
“Hitting a person is wrong, but it is а 
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small matter. There was no need to blow it — 


out of proportion. The issue could have | 
been resolved in a better way,” he said. | 


Thalib, now in his seventies, took part in | 
the Malay nationalist movement which. 
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later became the United Malays National 
Organisation (Umno) — the ruling party. 
But these days he votes for the opposition 
Malay party Semangat '46. 


"The mass media can say what it likes, | 
but in this area people support their sul- | 


tan," he said, anger flashing in his eyes. 
This northwestern flank of Johor, encom- 
passing the ancient royal town of Muar, 
was a stronghold of the sultan's Bugis an- 
_ cestors. Apparently, little has changed. 

The Johor sultanate rose out of the ashes 
of the Malaccan empire sacked by the Por- 
tuguese in 1511. By the 18th century, 
Buginese mercenaries from the Celebes 
(Sulawesi in modern Indonesia) sup- 
planted the last ancestors of the Malacca 
line. Over the centuries, the Malay popula- 
tion increased with immigration from 
nearby Java and Sumatra. 

Back in Johor Baru, some believe the 
police persuaded the sultan to call off his 
mass rally, planned for the same Friday, 
because they feared that fiercely loyal sup- 
porters of Buginese descent would descend 


on the town from the north in a show of | 


support for the sultan. Blood ties also run 
strong in state, cutting across political af- 
filiations. The sultan can count some of the 
most respected Umno nationalists in his 


extended family. It is in this context that | 
Umno must muster support for the gov- | 
ernment's move to amend the constitution. | 


But the party is clearly divided — and not 
just over the question of royalty. 
In recent years, explains former MP 


Tawfik Ismail, Johor's pride as the birth- | 


place of Umno has taken a beating. An ear- 


lier move to curb the power of royalty in | 


1983 left fissures in the party, he said. A 
split in Umno in 1987 and the political de- 


mise of Johorean deputy prime minister | 
| have to remove Prime Minister Hun Sen 


Datuk Musa Hitam also left deep scars. 
Umno officials in Johor claim about 8096 
of their members support the amendments, 
but many of them question the way Kuala 
Lumpur has handled the issue. Some say 
the move ought to be matched by curbs on 
the extravagance of federal ministers. "If 
the rulers are wrong, then ministers can 
also be wrong," said one Umno member. 
Others resent the way in which Johor has 
not been allowed to discipline its own 
ruler. There is, after all, a precedent for this. 
In May 1946, a group of Johor civil ser- 
vants, fearing that the present sultan's 
grandfather was about to sign away his 
powers to the Malayan Union proposed by 
the British, threatened to force him off the 
throne. Sultan Ibrahim backed down. 
Johoreans are in a quandary. Resentful 
of their rulers's excesses they may be, but 
Johorean pride is not something to be taken 
for granted. Asked what would happen if 
an election were held in Johor now, a sen- 
ior Umno official said there would be a 
further rift in the party. “Тһе issue would 
be who is speaking up on behalf of Johor,” 
he said. " 
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CAMBODIA 


Legal 
weapon 


Untac gains powers 
to stem violence 





| By Nate Thayer in Phnom Penh 





combination of rising politically in- 
spired violence and accusations that 


А its credibility was being rapidly 


eroded has spurred the UN Transitional 


| Authority in Cambodia (Untac) to arm it- 


self with new powers. 

In early January, Untac announced that 
it would form a special prosecutor's office 
and court system designed to indict, pros- 


| ecute, sentence and imprison those deemed 





responsible for political crimes. Sources 
close to Untac chief Yasushi Akashi said he 
would also exercise his existing authority 
under the Paris agreement to remove offi- 
cials he deemed culpable of violence and 
intimidation. 

Untac officials said it is likely that 
Akashi will begin with the governor of 
Battambang province, Ung Sami, as there 
is hard evidence he has been involved in a 
recent series of attacks against opposition 
party workers and offices. But battle lines 
were drawn on 12 January when officials 
of the ruling State of Cambodia (soc) 
threatened to end cooperation with Untac 
if the governor is removed. 

“If Untac insists on removing him it will 


and the soc won't cooperate with Untac 


| any more,” a SOC spokesman said. 


While the dismissal of the Battambang 
governor would go a long way to restoring 
the political opposition's confidence in 
Untac, it is doubtful whether Aklashi can 
afford the risk of openly defying Hun Sen's 
regime. As the SOC controls access to some 
80% of Cambodia's population, Hun Sen's 
cooperation is vital during the run-up to 
elections scheduled for around May. 

The dilemma of how to handle the 
growing political violence has placed 
Akashi in the most difficult position he has 
faced since the Untac operation began. 
With the intransigent and well armed 
Khmer Rouge waiting in the wings, and 
the opposition parties desperately seeking 
Untac's protection, the UN body is under 
pressure to take action that will keep the 
peace plan on track as it stumbles through 
the increasingly chaotic pre-election pe- 
riod. 

The main target of the escalating politi- 
cal violence has been Funcinpec, the fac- 
tion led by Prince Norodom Ranariddh, 
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son of Cambodia's Supreme National 
Council head Prince Norodom Sihanouk. 
Funcinpec has suffered 18 assaults on party 
offices and officials since November that 
have caused the deaths of 20 people. 

Sihanouk declared on 4 January in a 
public letter issued from his residence in 
Peking that he would cease all dealings 
with the SOC and Untac in response to the 
attacks. Although Sihanouk — who has 
used threats of resignation for years in or- 
der to gain political leverage — came back 
into the fold a few days later, his threats 
made it clear to Untac that they must insti- 
tute concrete measures to address the dete- 
riorating situation. 

What also makes Sihanouk’s latest out- 
burst significant is that his public attack on 
the SOC is his first formal break with the 
Phnom Penh government since the signing 
of the peace accord 14 months ago. The 
move is likely to deal a serious blow to 
SOC's popularity in a country where Si- 
hanouk is widely revered among the popu- 
lation as the only person who can guide 





Ф. 
Sihanouk's attack weakens SOC's authority. 


Cambodia towards democracy and some 
level of stability. Hun Sen subsequently 
denied his party was responsible for the 
attacks, blaming them instead on "Khmer 
Rouge infiltrators and bandits." 

^We have got no results from Untac on 
investigations of political violence. We 
know very well . . . the names of the soc 
officials who are behind it,” Ranariddh told 
the REVIEW in an interview on 10 January. 
He then accused Chea Sim, the head of the 
Cambodian People's Party (CPr), of orches- 
trating the campaign of violence and called 
for Untac to take action against them. The 
CPP is the political arm of the SOC which is 
headed by Prime Minister Hun Sen. 

On 11 January, Untac made its first ar- 
rest under its new powers when it appre- 
hended a CPP member who was trying to 
destroy a Funcinpec office with an axe. The 
suspect was placed in the custody of the 
SOC police. B 
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CHINA 


Religious 


eroundswell 


Underground Churches 
lead Christian revival 





By Lincoln Kaye in Wenzhou 


fter spending a third of his life — a 

total of 25 years — in prison for his 

beliefs, Fr Wang Yijun is free at last. 
But no sooner was he released from a la- 
bour reform camp than he found himself 
excommunicated by the Vatican-endorsed 
priests of Wenzhou's "underground" 
Catholic church. 

His "sin," they claimed, was to celebrate 
his first mass after his release in Saint 
Paul's, the century-old Wenzhou church to 
which he had been assigned in 1951 by 
Rome's last officially designated bishop of 
Ningpo. Since its post-Cultural Revolution 
reopening in 1985, St Paul's has been a lo- 
cal showcase for the officially sanctioned 
Patriotic Catholic Association, which the 
underground church denounces as a he- 
retical schism. Ironically, three of his ex- 
communicators were ordained by Wang 
himself. 

Wang's plight highlights the dilemma 
facing China's mainstream Christian de- 
nominations, Catholic and Protestant alike. 
Once-persecuted clerics are now given un- 
precedented latitude by the communist re- 
gime. But if they cooperate with the gov- 
ernment, they risk being marginalised just 
as China looks set to embark on a feverish, 
if quirky, religious revival. 

Catholics can now openly pray for the 
pope and refer to him as a religious leader, 
church sources report. Presbyterians, Bap- 
tists and Methodists have managed to 
quietly restore some of the denominational 
distinctions that had been merged in 
China's homogenised state-supported 
Protestantism. "In many ways, this is the 
best time since ‘Liberation’ for the church," 
admits Fr Cai Shuyi, 75, parish priest of St 
Paul's. 

But while the town-based, officially 
sanctioned churches have been making 
steady gains both in freedom and in mem- 
bership, there has been an untrammelled 
groundswell of religiosity among young 
and rural Chinese. These are potentially 
fertile mission fields, but also politically 
loaded minefields. 

Protestant sources relate how hundreds 
of Wenzhou villagers got swept up a 
few years ago in a US-imported charis- 
matic cult of miracle-healing "shouters." 
The government hopes to erect the sanc- 
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tioned churches as a bulwark against 
such subversion, one cleric suspects. "For 
years they tried to suppress us and we only 
got stronger, just as in the Chinese Civil 
War, the communists gained force the 
more they were harried by the Kuomin- 
ng. 
Бо now they've finally learned the les- 
son of their own history and decided to 
encourage the [official] churches instead of 
subverting us." 

Statistically, at least, the strategy seems 
to be working. "As soon as we open a 
church, it fills up,” says Wu Shengli, the 
youngest of several Protestant pastors as- 
signed to the Wenzhou's Xicheng taber- 
nacle a few blocks away from St Paul's. 
"So we hurry to open another, and that 
fills up too." 

The Patriotic Catholics report the same 
cycle, but privately admit that the under- 
ground churches are growing even faster. 
Priests are in desperately short supply, 
with just 11 in the Patriotic church and 6 in 
the underground. Officially, there are 
about 300,000 Protestants and 60,000 
Catholics in Wenzhou district, roughly 7% 
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Best time since Liberation for churches. 


of the population. 

In 1982, when Wang went to prison for 
his second term — the first was from 1955 
to 1970 — the town he left was still a war- 
ren of twisting lanes, walled courtyards 
and ramshackle shophouses surrounded 
by impoverished villages. The city he re- 
turned to last summer is a clutch of gim- 
crack high-rises, upscale haberdasheries 
and karaoke bars, surrounded by satellite 
sweatshop hamlets. 

Wang's problem in the Wenzhou of 
1982 was his overly critical preaching, 
sources report. He preached a fiery sermon 
— and even went so far as to distribute 
written copies — in which he called the 
communists, among other things, “devils.” 
And when his term ended in 1990, on the 
heels of the Tiananmen massacre, he still 
refused to recant. That got him an addi- 
tional two years of labour reform. u 
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CHINA 


The strait 
narrows 


Peking issues non-denial - 
on talks with Taipei 
рез is maintaining an intriguing 


silence on its Taiwan policy, follow- 

ing last week's REVIEW report that | 
the Chinese Government had decided to | 
hold direct talks on reunification with the | 
Taiwan authorities. A Chinese Foreign | 
Ministry spokeswoman refused to deny 
the report and this uncharacteristic re- 
straint is lending credence to speculation. 
that a major policy shift is on the cards. | 

The spokeswoman, speaking in Peking, 
declined to comment on the substance of 
the report that, though a decision had been 
made on direct unification talks, it has yet 
to be publicly announced. "Our position 
on the question of Taiwan remains un- 
changed," she said, refusing to answer fol- 
low-up questions. 

According to sources in Hongkong, Pe- | 
king policy makers decided in mid-Decem- 
ber to change their policy towards Taiwan | 
because they feared the impetus for reuni- 
fication had slackened following the recent 
election gains of Taiwan’s pro-independ- 
ence political parties. 

Also, Taipei’s success in improving its 
trade and security relations with Western 
countries is seen as having reinforced the 
gradual march towards de facto independ- | 
ence. 

Taipei responded to the REVIEW article 
with a stock reiteration of its official stand: 
Huang Kun-huei, chairman of the Main- 
land Affairs Council, said through an aide 
that Taipei would enter into such talks 
with Peking only if it pledged never to use 
military force against the island. 

But, perhaps pointing to future de- 
velopments, a spokesman for Taiwan's 
Bureau of Entry and Exit also announced 
on 9 January that Taipei would probably 
relax its rules next month to formally al- 
low visits to the island by officials from 
the Chinese Government, the communist 
party and the military. Such visits have 
been officially banned since the ruling 
Kuomintang retreated to Taiwan in 
1949. 

Observers, however, say that even if 
Peking makes a public offer to Taipei for 
direct government-to-government talks — 
something that Taiwan's President Lee 
Teng-hui has long advocated — wary Tai- 
wanese leaders are likely to lay down more 
pre-conditions before accepting the propo- 
sition. ш Tai Ming Cheung 
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CAMBODIA 


UN police attacked 


Unidentified attackers fired 
rockets and automatic 
weapons at a building housing 
UN peacekeepers in the 
central Cambodian city of 
Siem Reap on 12 January, 
killing two Cambodians and 
injuring two foreigners. Those 
killed were Cambodian 
women working for the UN as 
electoral staff. Two civilian 
police officers — one each 
from Ghana and India — 
working for the UN were 
injured in the attack. 





Kim Young Sam. 


SOUTH KOREA 


End to union curbs 


Trade unions in South Korea 
are to be allowed to engage in 
political activities, including 
raising funds for candidates 
reflecting union interests, 

- according to policymakers of 
the ruling Democratic Liberal 
Party on 10 January. Hwang In 
Sung, the party's top 
policymaker, said the 
government of president-elect 
Kim Young Sam will 
“positively consider" revising 
the trade union law so as to 
delete provisions banning 
political activities. The planned 
revision is one of Kim's 
election pledges and will 
remove one of the most 
persistent causes of friction 
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BRIEFING 


between the government and ? : 


the trade union movement., 





VIETNAM 
Church targets 


The Paris-based Vietnam 
Committee on Human Rights 
has charged that Hanoi has 
been waging a campaign since 
August 1992 to suppress the 
leadership of the Unified 
Buddhist Church of Vietnam, 
which has a history of 
challenging a succession of 
Vietnamese regimes. The 
human-rights group reports 
that Vietnamese security police 
have tortured one monk to 
death and are holding eight 
others in prison or under 
house arrest in an effort to get 
them to renounce the dissident 
church and join the state- 
sponsored Vietnamese 
Buddhist Church, established 
in 1981. Hanoi is believed to 
be intent on discrediting Thich 
Huyen Quang, who was 
chosen in April 1992 to lead 
the dissident Buddhists. 


SOUTH ASIA 


Going home at last 


The first batch of 324 
Pakistanis out of a total of 
238,000 stranded in 
Bangladesh (the former East 
Pakistan) since the breakup 21 
years ago left for Lahore on 11 
January in a chartered aircraft. 
The airlift follows a 
repatriation agreement reached 
between Bangladesh and 
Pakistan in 1992. The 
repatriation is being financed 
by the Mecca-based Rabita 
agency and Islamabad. 


India’s revenge 


India asked Pakistan on 10 
January to reduce the size of 
its high commission staff in 
New Delhi from 150 to 110 
and also refused a request that 
the home of Mohammed Ali 
Jinnah — the Muslim 
independence leader who 
forced the partition of British 
India in 1947 — be turned 
over to Pakistan for use as a 
consulate building in the city 
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Vietnamese Buddhist monks file past soldiers. 


of Bombay. The move was in 
retaliation for a recent demand 
by Islamabad that New Delhi 
reduce its consulate-general 
staff in Karachi from 64 to 24. 


Bhutto surprise 


The Pakistani Government on 
12 January appointed 
opposition leader Benazir 
Bhutto as chairman of the 
parliamentary foreign relations 
committee. The surprise 
development is seen as a step 
towards reconciliation between 
the opposition and the 
administration of Prime 
Minister Nawaz Sharif. Bhutto, 
a former prime minister whose 
Pakistan People's Party has 
been trying for months to 
pressure the Sharif 
government to resign, has 
accepted the appointment. 


INDONESIA 
Off the blacklist 


Indonesia's immigration 
blacklist was reduced 
drastically at a year-end 
evaluation, when authorities 
did not renew half of the 
17,000 names on the 1992 list. 
Of those remaining, 4,152 are 
foreigners and Indonesians 
who are barred from leaving 
the country — including 
members of the Petisi 50 
opposition group — while 
4,745 are foreigners barred 
from entering. The powers to 
include or exclude names from 
the list rest with the attorney 
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general, the armed forces chief 
and the finance and justice 
ministers. 


JAPAN 


Alien law change 


Japan has revised its Alien 
Registration Law to end 
fingerprinting of foreign 
residents with permanent 
status. About 638,000 
foreigners, mostly Koreans and 
Taiwanese, will no longer need 
to submit fingerprints when 
they register or renew 
registration. The remaining 
363,000 foreign residents 
without permanent status will 
still need to do so. 
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1990 
Papia ТТЫ М 
(per km?) | ('000 km?) 
Hongkong 5,572 1.1 
Singapore 4,392 0.6 
Taiwan 574 36 | 
South Korea 432 99 
Japan 327 378 
Philippines 208 300 
China 117 9,561 
Thailand — 111 513 | 
| Indonesia 97 1,905 
Malaysia 54 330 
Brunei 46 5.8 
Australia 2 7,113 
| New Zealand 13 211 
Asean 106 3,054 
EC 144 2,371 
Source: Japan Institute for Social 
and Economic Affairs 
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THAILAND 


Log rolling 


Thai forestry contracts help to д MR 


By Ken Stier in Bangkok 

eft to pursue their own commercial 
| instincts, Thai loggers and miners 

may have been well on the way to 
inadvertently financing the Khmer Rouge's 
return to power in Phnom Penh. The im- 
position of a logging ban by Cambodia's 
Supreme National Council (SNC) in Sep- 
tember, followed by UN sanctions on the 
supply of petroleum products to the 
Khmer Rouge at the end of 1992, may have 
iessened the dangers. But if the sanctions 
fail the Thai business connection could still 
деір fuel a Khmer Rouge comeback. 

That, at least, is one conclusion that 
sould be drawn from a recent Thai intelli- 
zence document that estimates the radical 
communist group could 
затп more than US$1 billion 
rom Thai logging compan- 
es, including one owned by 
he Thai Government, if they 
vere allowed to harvest the 
orest concessions they have 
ready been granted. 

The projected cash flow 
rom Thai business interests 
'asily dwarfs the combined 
evenues of the three other 
-ambodian factions, and 
‘ould become a decisive fac- 
or in the power struggle 





1 JANUARY 1993 


1. 





ouge 


which now seems likely to continue be- 
yond the elections planned for May. 

“ЛЕ is estimated that [Khmer Rouge] 
business dealings with Thailand have so 
far earned . . . Baht 27 billion [US$106 mil- 
lion], with present monthly earnings of 
about Baht 200 million," said the report, 
prepared by the Thai National Intelligence 
Agency (NIA) and recently obtained by the 
REVIEW. 

“Е all 16 companies that have been 
granted logging concessions by the Khmer 
Rouge were able to extract all the timber 
they possibly can, these earnings would 
rise to around Baht 700 million per month," 
the report continued. The міл, one of Thai- 
land's two main intelligence agencies, is the 
equivalent of the US Central Intelligence 


Urewt(41is sulissUu птш. iy viv белеу алаплаёла dugie 
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Thai intelligence report on Khmer Rouge trade, with translation. 
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Agency. 

The report lists a total of 22 Cambodian 
logging concessions, including four 
awarded by the faction loyal to Prince No- 


rodom Sihanouk and two by the faction: 


led by former prime minister Son Sann: 2 
Among the groups the Khmer Rouge. | 
awarded concessions to is the Forest In- 
dustry Organisation, a Thai state enter- 
prise. ЎА 
Khmer Rouge earnings from Thai busi- 
ness interests include revenue from min- 
ing operations, which are earning roughly 
Baht 100 million per month. Logging, 
which Thailand banned on its own terri- 
tory in 1989 to arrest the alarming rate of 
deforestation, is a much bigger business 
than gems. But Thai logging operations in 
Cambodia only began in early 1992, before 
being interrupted by the April-October ` 


rainy season. Work had just been resumed... 


in earnest when the SNC, Cambodia's 
reconciliation body, banned log exports on 
23 September. 

The Khmer Rouge timber concessions, 
which allow Thai firms to take out more 
than 15 million cubic metres, are for peri- 
ods of three to five years. 
The first concessions were 
awarded in November 1989, 
soon after the faction began 
to recapture territory in the 
wake of the last major Viet- 


early 1992. This reflects the 
problems the Khmer Rouge 
faced after the signing of the 
Paris peace agreements. ` 
"After the agreement 
was signed, our Chinese 
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namese troop withdrawal in < 
September that year. But the 22 
majority of deals date from 2 
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friends stopped all assistance," senior 
Khmer Rouge official leng Sary told a Thai 
newspaper recently. “бо we had to sell 
some trees to the Thais to meet the imme- 
diate needs of the people." 

According to the NIA document, the 
Khmer Rouge is spending Baht 45 million 
a month on "Class 1-Class 4 stores for their 
troops replacing the supplies formerly pro- 
vided by China." In Thai military nomen- 
clature, these classifications include ammu- 
nition, rations, petroleum products and 
uniforms. 

The report confirmed that Thai loggers 
are also providing payment "in kind." This 
includes ^motor vehicles, radios and 
communications equipment, mobile tele- 
phones, generators, quinine, etc. to a value 
of at least Baht 4.5 million so far." 

It is now the Thais who have been left 
holding the short end of these timber deals. 
The logging ban, reinforced by the UN sanc- 
tions, places a "tremendous burden on 
Thailand and our private sector,” says Thai 
Foreign Minister Prasong Soonsiri. He adds 
that it is “totally legitimate for Thailand to 
see what can be done in coop- 
eration with Untac [UN Tran- 
sitional Authority for Cambo- 
dia] and the Supreme Na- 
tional Council to minimise the 
impact on Thailand." 

Faced with the possibility 
that sanctions may damage 
the interests of the military 
and its allies in parliament, 
the Thai government has 
begun expressing scepticism 
about their political effec- 
tiveness. According to 
Prasong, “the Khmer Rouge 
[leaders] are very dogmatic 
people and will continue to 
do and say what they believe, 
regardless of their material 
wealth.” 

Prasong, a former head of 
the Thai National Security Council who 
played a key role in helping build up the 
Khmer Rouge to fight Vietnamese troops 
after their 1979 invasion of Cambodia, said: 
“We believe that there is no direct link be- 
tween the Khmer Rouge’s material gains 
through trade with Thailand and its con- 
tinued intransigence.” 

Western diplomats have expressed 
some doubt about the estimates in the NIA 
report. “This is considerably more [Khmer 
Rouge revenue] than the highest numbers 
I have heard previously,” said a Western 
military analyst who monitors Thailand’s 
policy towards its neighbours. “It seems 
excessive just because of the sheer physical 
difficulty of moving that amount of tim- 
ber.” 

But this difficulty is being tamed by a 
network of new logging roads — financed 
and built out by Thai loggers in 1992 — 
that extend from the Thai border deep into 
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Cambodia’s rainforests. 

At Ban Mamaung in Trat province, one 
of over a dozen major border checkpoints 
spread out along the 725-kilometre Thai- 
Cambodian border, logger Chatrachai 
Tantangsakul told a group of visiting Thai 
MPs that he and two other firms had cut a 
70-kilometre road through rugged jungle 
terrain to reach their 200-300 square kilo- 
metre logging tracts. 

In a makeshift customs office the visi- 
tors saw a chart showing that Chatrachai's 
company had taken out 1,158 logs between 
mid-May and June, when the rainy season 
interrupted operations. 

Whatever the truth behind the revenue 
figures, the trees are coming down at a rate 
that alarms forestry officials. Roughly 7 
million hectares of Cambodia’s land area 
of 18 million hectares is still covered by 
forests, but the country also has one of the 
world’s highest per capita deforestation 
rates, according to an April 1992 UN De- 
velopment Programme (UNDP) study. 

“Forest destruction threatens the pro- 
ductivity of agriculture and fisheries — in 
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INDIA 


Backlash in 
Bombay 


Rao falters as communal 
riots spread 








By Hamish McDonald in New Delhi 
he fierce rioting which blazed 
| through Bombay for several days, 
claiming nearly 200 lives by 12 Janu- 
ary, appeared the result of conscious efforts 
by Hindu extremists to stir trouble for 
Prime Minister P. V. Narasimha Rao's gov- 
ernment. 

Although the government has been try- 
ing to keep to its schedule of foreign visits 
and economic reforms, the violence 
brought security markets and banks to a 
standstill in the country's financial capital 
and forced Narasimha Rao to cancel a visit 
to Bangladesh for a summit meeting of the 
South Asian Association for Regional Co- 
operation, which has now been postponed 
indefinitely. 

It also unsettled the ruling Congress 
party just after it had rallied around fol- 
| lowing the demolition of the 464-year-old 
| Ayodhya mosque by a Hindu mob on 6 
| December. The failure of thousands of 
army troops and paramilitary police to 


B | quell the riots after several days raised 


Thai soldier guards trucks at Thai-Cambodia border. 


short, the very sustainability of economic 
development in Cambodia," warned the 
authors of the study, which provided the 


original environmental impetus for the log- | 


ging ban. 
So alarmed were the authors that they 


recommended that "the donor community | 


should carefully examine the case for 
granting institutional support to the four 
parties of the peace agreement during the 
pre-election period." 

Warning that the country's best forests 
will be gone in five years, the UNDP report 
recommended that the Geneva-based 
Societe General do Surveillance — or a 
comparable surveillance company — be 
retained to enhance the country's customs 
system, as it did in Indonesia. 

But given the factions' open defiance of 
the SNC's sanctions, any significant im- 
provement may have to wait until well 
after the elections. ы 
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questions about the readiness of Congress 
| leaders to drop personal quarrels in the 
face of the crisis. Rivalry between 
Maharashtra's Chief Minister Sudhakar 
| Rao Naik and Defence Minister Sharad 
Pawar, Naik's predecessor as Congress 
chief in the state, was seen as a factor in 
delaying orders to use necessary force. 

Also, other events have been unkind to 
the government. On 6 January, paramili- 
tary forces carried out a massacre of civil- 
ians in Kashmir. On 9 January a chartered 
Uzbek Airways Tu-154 aircraft being used 
to break a strike by pilots of domestic car- 
rier Indian Airlines crashed at New Delhi 
airport. This exposed apparent waiving of 
safety norms by the Indian authorities, and 
Civil Aviation Minister Madhavrao Scindia 
resigned. 

Narasimha Rao's government contin- 
ued to give the impression of taking deci- 
sions first, and then working out the logic 
| behind them. After the 27 December an- 

nouncement that the Hindu claim to prio 

ownership of the Ayodhya site would be 
| referred to the Supreme Court, the govern 
ment debated for 10 days whether it hac 
picked the right constitutional provision fo: 
referring the issue. Some ministers arguec 
for a reference that would seek a ruling 
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that would be binding on all 
parties, rather than one that 
sought a non-binding opinion. 

In the end, the government 
had President Shankar Dayal 
Sharma ask the court for a non- 
binding opinion on “whether 
any Hindu temple or any 
Hindu religious structure ex- 
isted prior to the construction 
of the Ramjanmabhoomi-Babri 
Masjid . . . in the area on which 
the structure stood.” The Hindu 
groups which demolished the 
mosque claimed to have dis- 
covered stonework indicating a 
previous temple. Their oppo- 
nents say this “evidence” was 
planted during 6-8 December, 
1992 when the site was occu- 
pied by the Hindus. 

As well as making the court 
reference, the president also 
promulgated an ordinance ac- 
quiring some 68 acres in and 
around the site, thereby ending all owner- 
ship contentions. Two separate trusts have 
been formed, one to build a temple to the 
Hindu deity Ram, and the other to recon- 
struct the mosque. However it has been 
left unclear whether the opinion of Su- 
preme Court, assuming it can reach one, 
will be the sole factor in deciding which 
building may occupy the disputed spot. 

In another legal twist to the controversy, 
an extraordinary decision by two judges of 
the Allahabad High Court in Uttar Pradesh 
state where Aydhya is located has rein- 
forced the claim by Hindu groups to the 
site. The judges ruled on 1 January that 
Ram was a “constitutional entity” and a 
“figure constitutionally accepted as the 
Lord by the builders of this nation and its 
culture.” The judges’ decision was based 
on a picture of Ram in an illustrated copy 
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Massacre іп 
Кавһтіг 


An apparent massacre by paramilitary 
forces in Kashmir has forced an early test 
for the Indian Government's policy of ac- 
tive engagement in human-rights issues, 
based on a recent decision to set up its 
own commission to investigate abuses of 
authority. 

Reactions to the deaths of over 60 ci- 
vilians in Sopore township on 6 January 
show a distinct change in attitude, and 
disillusionment with the record of the 
paramilitary troops who undertake most 
of the internal security work in Kashmir. 
Militants — trained and armed by Paki- 
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Soldier guards a mosque in riot-torn Bombay. 





of the constitution signed by members of 
India's Constituent Assembly in 1949. The 
High Court is hearing a petition that Hin- 
dus be allowed to worship at the make- 
shift shrine erected by the Hindu activists 
soon after they destroyed the Ayodhya 
mosque on 6 December. 

Meanwhile the Hindu-revivalist 
Bharatiya Janata Party (BJP) and its allies 
have kept up the pressure in their cam- 
paign to force an early election. Reports 
from Bombay suggest that the latest riots 
began differently from those that broke out 
after the mosque was destroyed. Instead of 
angry Muslims taking to the streets and 
being gunned down by the police force, 
bands of Hindu activists belonging to the 
Maharashtra-based Shiv Sena party and 
the banned вур affiliate Bajrang Dal sought 
out Muslims and Muslim-owned property 


stan — have been fighting Indian forces 
in the disputed state for the past three 
years. 

The initial report, put out by an offi- 
cial newsagency and carried by most 
newspapers, said Border Security Force 
(BSF) troops had reacted to the killing of 
one trooper by firing at hidden militants. 
The crossfire had set off cooking gas cyl- 
inders and kerosene, causing a fire in 
which residents were trapped. 

The story did not wash. As tens of 
thousands of Kashmiris defied curfews 
in Sopore and other towns to protest, 
Prime Minister P. V. Narasimha Rao or- 
dered Kashmir Governor G. C. Saxena to 
make a personal investigation, and sent 
the only Kashmiri minister in his cabi- 
net, Ghulam Nabi Azad, from New 
Delhi. Narasimha Rao said funds would 
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for attack. Criminal gangs took 
advantage of the disorder. 

The 10 senior ВЈР leaders 
arrested soon after the 
Ayodhya incident were mean- 
while released from detention 
by a magistrate on 10 January, 
and made a triumphal return 
to New Delhi by train, stop- 
ping to address crowds 
throughout northern Uttar 
Pradesh state. 

Ashok Singhal, the head of 
the Vishwa Hindu Parishad 
(World Hindu Council) refused 
to condemn the mosque's de- 
struction and said Hindu activ- 
ists would soon move against 
similar disputed mosques in 
Varanasi and Mathura. He said 
that 6 December should be cel- 
ebrated as the day of "religious 
liberation" of Hindus. "The 
Hindu today is invincible; he is 
not the same Hindu as of 1947,” 
Singhal said, referring to the partition of 
British India into Hindu and Muslim ma- 
jority nations. 

Meanwhile differences widened among 
leaders of India's 120 million Muslims. The 
All-India Bari Masjid Action Committee, a 
group formed to defend the Ayodhya 
mosque, called a boycott of the annual Re- 
public Day celebrations on 26 January. 
However the theologians on the All-India 
Muslim Personal Law Board and the mod- 
ernist All-India Milli Council declared they 
would observe the day as a call for respect 
for the constitution. The difference points 
to a possible assertion of community lead- 
ership by modernist Muslims, many of 
whom were dismayed by the refusal of tra- 
ditional leaders to show any signs of com- 
promise during the long years the 
Ayodhya conflict was building up. 5 


8 
б 
S 
[2 
m 
o 
c 
E] 
2 
> 
€ 
> 
т 
7 


be sent to victims from the prime minis- 
ter's special relief fund. 

The events which emerged from 
sketchy accounts later fitted a familiar 
pattern in Kashmir. BSF troops were sent 
into a crowded neighhourhood of Sopore 
after an army convoy was fired upon. A 
grenade thrown by militants killed one 
BSF trooper and injured another. Their 
comrades went berserk, using kerosene- 
soaked rags to set shops and houses 
alight, and firing on people as they ran 
out. 

One account said four bank employ- 
ees, including one woman, were dragged 
out of their office and shot. Another said 
a family of five were incinerated in their 
car. Two BSF officers have been sus- 
pended, and an official inquiry has been 
ordered. m Hamish McDonald 
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PAKISTAN 


Mortal blow 


= ТАРА 1993 


Army chief's death triggers political fallout 





By Salamat Ali in Islamabad 
I n a country where the army chief is 





the most important member of the in- 

formal troika that rules the nation — 
the other two being the president and the 
prime minister — the death of Gen. Asif 
Nawaz Janjua inevitably sent shock waves 
well beyond the barracks. 

Soon after the general died of a heart 
attack on 9 January, the army's General 
Headquarters placed all forces on alert and 
tightened security along Pakistan's bor- 
ders. The local press reported that major 
opposition parties were shocked by the 
death because they were hoping the army 
would soon oust the ruling Islamic Demo- 
cratic Alliance (IDA). 

More significant is the impact of the 
general's death on some aspects of national 
security. Janjua, a professional general with 
no political ambitions, had in recent years 
built close contacts with the US military 
and had also initiated deals to buy arms 
from abroad. 

On a visit to Warsaw late last year he 
negotiated a deal to buy 310 Russian-de- 
signed T72 tanks from Poland and a Polish 
team was scheduled to visit Islamabad 
later this month. The whole deal could now 
be delayed, as could a plan to add another 
armoured division to the Pakistan army. 
Also placed on hold could be other un- 
specified deals the general had reportedly 
initiated with China and Iran. 

Most crucial of all will be the cancella- 
tion or postponement of a visit to Wash- 
ington Janjua was scheduled to make next 
month. Early last year he went to the US 
and managed to win some concessions on 
US arms supplies which have been banned 
in recent years because of Pakistan's nu- 
clear plans. 

After that visit, the State Department 
reinterpreted the ban by allowing the com- 
mercial sale of spare parts of US-supplied 
F16 fighters to Pakistan. The Pakistani top 
brass had hoped that Janjua’s upcoming 
visit would continue the thaw in military 
relations with the US. 

Janjua's successor will have to quickly 
decide how to respond to another US 
policy decision: Washington has put Is- 
lamabad under close scrutiny for the next 
six months to determine whether Pakistan 
is promoting international terrorism. 

The US State Department announced on 
8 January that it was concerned about con- 
tinuing reports of Pakistan's support for 
Kashmiri and Sikh militants who commit 
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terrorist acts in India but that available in- 
formation did not yet warrant a finding 
that Pakistan “repeatedly” supported ter- 
rorism. This has placed Pakistan on notice. 

If Pakistan is named as a country sup- 
porting terrorism, the US will have to stop 
all assistance and vote against any loans to 
the country by multilateral agencies. Be- 
sides, president-elect Bill Clinton's aides 
have made it clear that they are not im- 
pressed with Pakistan's record on human 
rights and civil liberties. 

Janjua's successor will have a hard act 
to follow. The late general's close rapport 
with some top functionaries in the Penta- 
gon was based on several factors. Although 
taciturn in his dealings with others, he es- 
tablished close relationships with profes- 
sional soldiers. 

He was proud of his early schooling 





Shock waves after Janjua's funeral. 


under Catholic missionaries in Rawalpindi. 
During the 16 months of his three-year 
term, Janjua avoided the religious and 
right-wing rhetoric his predecessors had 
made popular in the army. 

Espousing liberalism and fairness, he 
was the first Pakistan army chief to punish 
his men severely for excesses against civil- 
ians. This was exemplified by the death 
penalty awarded by a court martial to one 
officer and six men who had shot dead 
nine peasants last year when the army was 
restoring law and order in Sindh. 

Janjua's evenhanded approach in all his 
dealings projected him as a neutral mem- 
ber of the power troika ruling the country. 
His greatest success in domestic affairs was 
in neutralising the hostility towards the 
army of the opposition Pakistan People's 
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Party (РРР). Under Janjua's predecessor, 
Gen. Mirza Aslam Baig, the PPP and the 
army had been permanently at logger- 
heads. 

When PrP leader Benazir Bhutto was 
ousted as prime minister in 1990, she had 
charged that the army had conspired to 
topple her elected regime. While protect- 
ing the military's institutional interests, 
Janjua also strove to improve relations be- 
tween the government and the opposition 
parties. But his strict impartiality tended to 
create misgivings among members of the 
ruling IDA coalition. 

The friction between the IDA govern- 
ment and Janjua reached a high point late 
last year when the army was conducting a 
large-scale operation to restore order in 
Sindh. 

As the corps commander in Sindh dur- 
ing 1988-90, Janjua was fully conversant 
with the politics of the province, where the 
Muhajir Qaumi Movement — a party al- 
lied with the IDA — was deeply involved 
in violent acts. The army broke the back of 
the IDA ally and incurred Islamabad's 
wrath. 

Two days before the general's death, a 
meeting of corps commanders had con- 
cluded that the army 
had completed its basic 
task in Sindh and should 
return to barracks. The 
commanders felt that the 
army should continue its 
efforts to restore order 
only if it was given pow- 
ers to deal with all vio- 
lent groups whatever 
their political connec- 
tions. This decision will 
have to be reviewed by 
Janjua's successor. 

The selection of a 
successor will reveal 
much about the rela- 
tionship between mem- 
bers of the ruling troika. 
Under the constitution, 
the civilian president 
has the sole discretion to appoint the 
army chief. The selection is made from 
among officers holding the rank of lieu- 
tenant general without any necessary re- 
gard to seniority within this group. This 
does not mean that the president can af- 
ford to ignore a consensus among the top 
brass if one exists. 

President Ghulam Ishaq Khan was care- 
ful to take the army's wishes into account 
when he appointed Janjua to the top mili- 
tary post in 1991, but in choosing his suc- 
cessor he may also want to avoid widen- 
ing the incipient rift between the military 
and the IDA. The importance of maintain- 
ing some kind of harmony between the 
three parts of the troika is increased by the 
fact that the president's own re-election is 
due later this year. Ê 
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TAIWAN 


The battle within 


KMT factions fight each other over key jobs 


By Julian Baum in Taipei 


hen Kung Teh-cheng, the 77th 

үү lineal descendant of Confucius, 

stepped down as head of the Ex- 

amination Yuan on 6 January, it was more 

than just a severing of a symbolic link with 
Chinese tradition. 

The personnel shift was part of a broad 
re-alignment of top government positions 
being orchestrated by President Lee Teng- 
hui in the aftermath of last December's 
elections. Taken together, the changes rep- 
resent potentially the most thorough shake- 
up of the government since former presi- 
dent Chiang Ching-kuo reassigned senior 
officials in 1984. 

As head of one of five branches of gov- 
ernment, Kung was responsible for the 








In so doing, the president is defying pre- 
dictions that he was weakened by the De- 
cember polls which gave the КМТ its low- 
est share ever of the popular vote. 

"Presidential power under the constitu- 
tion is not very strong," said constitutional 
scholar Hu Fu of National Taiwan Univer- 
sity. “But our party system is still very much 
a Leninist one. As chairman of the party, 
the president has very big powers and he is 
using these powers to gather all the politi- 
cal resources for the presidency." 

Despite this strength, the one — and 
most important — post Lee has not be able 
to clear out easily is the premiership, the 
focus of a factional struggle between the 
Taiwanese and mainlander wings of the 
KMT. Lee wants to replace Premier Hau 
Pei-tsun, a mainlander with strong military 





examination and employment of the 
government's 550,000 civil service 
personnel. While not politically sig- 
nificant, the vacancy added one 
more high-profile job to the list of 
those to be filled by presidential ap- 
pointment. Others on the list include 
the vice-presidents of the Judicial 
Yuan and Examination Yuan and 
the chief justice of the Supreme 
Court. 

Under a constitutional revision 
passed last year, Lee will also ap- 
point for the first time the 29 mem- 
bers of the Control Yuan. (In the 
past, the supervisory body, assigned 
to investigate mismanagement and 
corruption, had been elected by lo- 
cal legislative councils.) Confirma- 
tion hearings on the appointments 
currently underway in the National As- 
sembly have been marred by fist fights and 
embarrassing breaches of procedure in re- 
cent weeks. 

Other appointments which may. soon 
need to be decided include the premier- 
ship, several ministerial portfolios and the 
governorship of Taiwan province. 

In juggling so many key positions at 
once, observers say Lee is attempting to 
use his combined authority as president 
and as chairman of the ruling Kuomintang 
(KMT) to assert the political control denied 
him by party conservatives during the past 
five years of his tenure. 

As Taiwan’s first native-born president, 
Lee is apparently confident that the influ- 
ence of the mainland wing of the party, 
backed by the military, has so diminished 
that he is now free to set the stage for his 
remaining three years in office and beyond. 
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backing, with a Taiwanese. Although Lee 
is keeping his options open the presiden- 
tial choice is widely believed to be Tai- 
wan's provincial governor Lien Chan, 
known as a smooth administrator and Lee 
loyalist. 

Despite a vigorous opposition party 
campaign designed to target his military 
background and pro-unification views, 
Hau has been a surprisingly popular pre- 
mier. But as the centre of a continuing 
power struggle within the KMr, he has also 
been a victim of constitutional ambiguity. 
The premier is appointed by the president 
and confirmed by the legislature, but the 
constitution is mute on whether its occu- 
pant should resign when there is a newly 
elected legislature. 

Meanwhile, members of the legislature 
insist that they should have a say in choos- 
ing the new cabinet and Hau's supporters 
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have rallied to his side. "If Lee wants to 
nominate Lien Chan, he should consult 
with the legislature first,” said Yu Mok- 
ming, a leader of the pro-Hau New 
Kuomintang faction in the parliament 
whose ranks were boosted at the recent 
polls. “If he has already made up his mind 
and tries to convince us, then he won't find 
us very cooperative." 

Yu joined several thousand retired sol- 
diers and other Hau supporters on 10 Janu- 
ary in a march through Taipei to protest 
against attempts to remove Hau. The 
group presented a letter to the presidential 
office saying that Hau had brought stabil- 
ity and social order during his two-and-a- 
half years in office. They criticised Lee for 
changing premiers three times in four 
years and questioned Lien's qualifications 
for the post. 

Despite these gestures of support, Hau 
appears ready to step down, and has said 
that it was appropriate for the new legisla- 
ture to approve a new cabinet. But sources 
say the 74-year-old premier does not want 
to set a precedent by offering his resigna- 
tion to the president when the constitution 
does not require him to do so. KMT law- 
makers say he has decided to 
present his resignation to the party's 
central standing committee instead. 

By tendering his resignation to 
the party rather than to Lee, the pre- 
mier is challenging the president's 
authority, according to Hu. The 
scholar said it was an attempt to set 
a precedent which would emphasise 
the parliamentary rather than presi- 
dential form of government and 
thereby check Lee's efforts to subor- 
dinate the premiership. 

One potential candidate for the 
premier's job was eliminated on 29 
December when Lee announced the 
appointment of defence minister 
Chen Li-an to head the Control 
Yuan. A mainlander and a devout 
Buddhist who has a reputation as a 
highly competent technocrat loyal to Lee, 
Chen's assignment confounded Lee's crit- 
ics who had opposed his decision to make 
the Control Yuan an appointed body. 

If Lee manages to install Lien as the pre- 
mier, it would give the president more op- 
portunity to influence domestic policy than 
he had under Hau, say opposition party 
members. But the New Kuomintang fac- 
tion's Yu thinks that if Hau can use his 
influence in the party, he will push for Ju- 
dicial Yuan president Lin Yang-kang to be 
premier instead. 

Lin is eager for the post and supporters 
say that his reputation as a politically inde- 
pendent Taiwanese makes him a poten- 
tially strong leader. Whoever becomes the 
next premier, he will need to be strong. 
That is because, according to some observ- 
ers, the next Taiwan legislature may be the 
most obstreperous ever. ш 
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JAPAN 


Without issues 


New socialist leader unlikely to reform party 





By Robert Delfs in Tokyo 2 
( : adao Yamahana, who replaces 





Makoto Tanabe as chairman of the 
Social Democratic Party of Japan 
(SDP]), may be more articulate and telegenic 
than his predecessor, but politicians both 
inside and outside the party doubt he can 
reverse the decline in the spp)’s fortunes by 
the next general election, which is expected 
to take place late this year or in early 1994. 
Tanabe said he was stepping down in 
order to promote the transition to a new 
generation of leaders, but the real reason 
was Tanabe's close personal ties to Shin 
Kanemaru, former kingmaker of the ruling 
Liberal Democratic Party (LDP). Kanemaru 
resigned from parliament last year after 
admitting that he accepted a Y500 million 
(US$4 million) illegal campaign contribu- 
tion from businessmen with close ties to 
organised crime. As a result of this plunge 
from grace, Tanabe's own mysterious ties 
to Kanemaru became à fatal political liabil- 
ity for the leader of the largest opposition 
party. 

While Tanabe represented the party's 
more moderate labour union factions, col- 
lectively known as the Seikoken, 
Yamahana's base is the leftist Tsukuru-kai, 
which dominates the party's quasi-Leninist 
organisation bureaus at both the national 
and local levels. And though Tanabe is ex- 
pected to remain an important force in the 
party from behind the scenes, the Tsukuru- 
kai — which had a decisive voice in setting 
party policy even during Tanabe's term as 
party chairman — will now become even 
more powerful. 

"There will be no new leadership from 
Yamahana," a former SDP] member said. 
“Не will not be able to do anything but 
execute decisions of the party organisa- 
tion." 

Political commentator Minoru Morita 
agreed: "He does not have any decision- 
making power, judgment or insights for 
the future. If Yamahana's line is only an 
extension of past policies, then it is certain 
that he will be the worst leader in the his- 
tory of the [party]. The [sprj] is not impor- 
tant for its own sake, but only as a recepta- 
cle for protest votes when the public wants 
to register its criticism of the LDP.” 

Yamahana's unchallenged candidacy 
had the appearance of a backroom deal, 
which drew strong criticism from Akira 
Yamagishi, head of the Japanese Trade 
Union Confederation (Rengo) and a lead- 
ing advocate of reuniting Japan’s splintered 
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opposition groups into a unified social 
democratic party. 

“The [party] couldn’t accomplish re- 
form under Tanabe, so it doesn’t make any 
difference who becomes chairman now,” 
Yamagishi said in an interview with the 
Mainichi Shimbun. "[Also], they should not 
be unifying behind a single candidate se- 
lected through backroom negotiations.” 

In the previous general election, held in 
December 1990 under the shadow of the 
Recruit scandal and an unpopular new 
consumption tax, the SDPJ picked up nearly 
25% of the popular vote and increased its 
number of seats in the lower house from 
85 to 136. 

Since then, however, the party has been 
damaged by its own members’ involve- 
ment in political scandals and the appear- 
ance of collusive links to controversial rul- 
ing party leaders. The sppj’s rigid opposi- 
tion to Japan's participation in UN peace- 
keeping operations (PKO) during last year's 
parliamentary session further undermined 
the party's credibility with the public. 

The party was handed a stinging re- 
buke in the upper house election last sum- 
mer, winning only 22 seats, or less than 
half as many as in 1989. The PKO issue 
played a crucial role in the LDP's victory 
by dividing the sppj from Japan's two 
other main opposition parties, the Komei 
Party and the Democratic Socialist Party, 
both of which cooperated with the LDP to 
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pass the bill. 

Yamahana's political base in the 
Tsukuru-kai suggests that he is unlikely to 
champion substantive changes in the par- 
ty's stand on PKO or its rejection of Japan's 
armed forces as unconstitutional, though 
he may seek cosmetic changes to soften the 
party's rigid and uncompromising image. 

In a bid to dampen expectations, 
Yamahana has publicly stated that he does 
not think the sDPJ will be able to gain new 
seats in the next general election. Morita, 
for his part, believes the socialists could 
lose as many as 36 seats. The main benefi- 
ciaries are likely to be new reformist politi- 
cal groupings, analysts said. These include 
Morihiro Hosokawa's Japan New Party 
and Reform Forum 21, the breakaway LDP 
faction headed by Tsutomu Hata and 
Ichiro Ozawa that Hata recently said may 
reorganise as a new party before the next 
general election. 

Previous leaders drawn from the 5рР)5 
left wing have spurned electoral coopera- 
tion with other opposition groups, but 
Yamahana said he wanted to rebuild an 
effective coalition against the Lpr. "I want 
all the opposition parties to win this time," 
he told the REVIEW. "There are three 
themes upon which it would be relatively 
easy for the opposition parties to cooper- 
ate: ending political corruption, opposing 
liberalisation of rice imports and reviving 
the economy." 

In an effort to achieve this end, 
Yamahana has already sought to mend 
fences with Rengo's Yamagishi. He has 
also announced that Satsuki Eda, leader of 
the United Social Democratic Federation 
and guiding light behind the opposition 
reform group, Sirius, would be given the 
number two position in the 5рр//8 shadow 
cabinet. 

LDP leaders, meanwhile, hope that they 
can minimise the impact of the economic 
recession and political scandals in the next 
election by keeping the PKO issue alive as a 
wedge between the sppj and other main 
opposition parties. 

This factor may have been behind For- 
eign Minister Michio Watanabe's decision 
in early January to float new proposals that 
would remove constraints on Japanese 
military participation in peacekeeping ac- 
tivities. 

In his inaugural speech, Yamahana in- 
troduced a newly-coined slogan, Soken. The 
phrase, he explained, means “to implement 
the spirit and principles of Japan's peace 
constitution positively and creatively." 
Nevertheless, he rejected the suggestion 
that the soken concept could embrace even 
a limited external military peacekeeping 
role. 

“Watanabe’s idea is to send armed 
forces overseas," Yamahana said. "Japan 
has a history of invading other countries. 
We [in the sprj] believe Japan should not 
repeat that history." ш 
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Spreading the word 


Clinton gives priority to promoting democracy 





By Susumu Awanohara in Washington 


he world will stop to listen as Bill 

| Clinton delivers his presidential in- 
augural address on 20 January. 
Clinton was faced with the challenge to 
make "the speech of his life" a few times 
during the long election campaign; the in- 
augural address is another such challenge. 

Asians will scrutinise the address and 
follow the new president's every move to 
see if their misgivings about him were jus- 
tified. "You Asians expect the worst; you 
think that whatever the US does will harm 
you," a US official said. "There will be 
more continuity than change" in Clinton's 
Asia policy, he added. 

That may be so. But as Charles 
Morrison, international relations specialist 
at the East-West Centre, pointed out: "The 
main emphasis of Clinton Asia's policy — 
tougher trade policy, continued US troop 
withdrawals and demands for bur- 
den-sharing, and a more assertive 
human-rights approach linked to 
trade — accelerate trends already 
being debated or under way during 
the Bush years that Asian countries 
did not like." 

Although it is much too early to 
predict what specific policies will be 
adopted, Clinton's broad foreign 
policy goals have already been set. 
^s secretary of state-designate War- 
ren Christopher recapitulated, the 
core of Clinton's agenda is “that the 
strength of our economy is the 
‘oundation of our foreign policy, 
that our [military] force structure 
needs to be revamped and that de- 
тостасу must be promoted on а 
worldwide basis." 

Most observers agree that Clin- 
on will make many policy decisions him- 
self rather than relying on aides. To under- 
ine this point, Anthony Lake, the desig- 
iated national security adviser, said he will 
nake sure that Clinton "gets the wide ar- 
ау of alternatives, the concise information, 
ind the broad range of advice that he re- 
]uires" for decision making. 

Still, if Clinton is to demand "fairer" 
rade in Asia, some of the policy ideas are 
ikely to come from Laura Tyson, head of 
us Council of Economic Advisers and a 
rade hawk. In "downsizing" the military, 
-linton will consult Les Aspin, his choice 
is the defence secretary. 

Whom Clinton would turn to in push- 
ng democracy and human rights abroad is 
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not obvious, since both the “doves” and 
"hawks" in the Democratic Party are 
agreed on this goal. But some see Lake as 
the key architect of Clinton's pro-democ- 
racy position and generally idealistic 
stance. Soon after leaving the government 
in protest against the US invasion of Cam- 
Бола in 1970, Lake pleaded for a “more 
humanistic" foreign policy which ^would 
require weighing human costs and benefits 
as one of the principal and unashamedly 
legitimate considerations of any decision," 
along with national interests, prestige and 
influence. 

As a senior State Department official 
during Jimmy Carter's presidency, and 
subsequently as a professor of international 





Asians will follow Clinton's every move. 


relations, Lake often opposed the use of 
US force or US military aid to anti-leftist 
groups in the Third World to contain the 
Soviets and their alleged proxies, policies 
which the hawks wanted, according to ex- 
perts. Lake's view was that the US could in 
some cases attract the alleged proxies to its 
side by being flexible and helpful. 

More recently, Lake has focused atten- 
tion on areas such as Indochina, Afghani- 
stan, Central America and Southern Africa, 
calling them "the playing fields — the kill- 
ing fields — of the Cold War" and urging 
Washington and Moscow to help them re- 
construct after the Cold War. 

Although Lake, in a 1984 book, craved 
for the emergence of a "centrist political 
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force" to conduct a responsible foreign | 
policy, he has been called a dove and a 
liberal, even a “Carterite bleeding heart.” 
But William Watts of policy research 
group Potomac Associates, who left the 
government with Lake in 1970 said that 
Lake “has an idealistic streak but is also a 
practical, pragmatic man. He wants posi- 
tive results." 

Former hawks also advocate democracy 
and human rights. For example, Richard | 
Schifter, a "Reagan Democrat" who was a 
human-rights official under presidents 
Reagan and Bush and who is now ru- 
moured to be a candidate for the new post 
of undersecretary of state "in charge of pro- 
moting democracy abroad," has played a 
part in forging Clinton's critical view of | 
China's human-rights record. Opinion is | 
divided on how tough Clinton will actu- 
ally be on China, but his message that the 
US has leverage over China and that being 
tough works has been consistent. 

The theory is that after the Cold War, 1 
former doves are more prepared to use 
force because the risk of a global super- | 
power confrontation has been eliminated. 
The theory also maintains that former 
hawks are more willing to pursue democ- 
racy and human rights in the Third World, 
because they no longer fear it will | 
destabilise allies and friends needed 
to contain Moscow. Lake has 
reached out to the former hawks to 
achieve unity, saying the hawk-dove 
division was now irrelevant. 

Some are beginning to feel that 
Clinton's overwhelming emphasis 
on domestic policy during the elec- 
tion campaign was partly tactical 
and that he would conduct a highly 
active — and possibly intervention- 
ist — foreign policy. When he did 
discuss the subject during the cam- 
paign, Clinton criticised Bush not for 
spending too much time on foreign 
policy, but for not doing enough. 

He criticised Bush for being slow 
to support the former Soviet repub- 
lics, called on the US to use force to 
assist UN relief efforts in former Yu- 
goslavia and attacked Bush's failure 
to support the fledgling democratic move- 
ments in the Third World. 

Alan Tonnelson of the think-tank Eco- 
nomic Strategy Institute warned that Clin- 
ton may "hold others to very high stand- 
ards of democracy and cause needless fric- 
tion, particularly in the Far East." 
Tonnelson feels that the US should concen- 
trate on revitalising its economy and that 
spreading democracy is "not important 
enough to warrant the expenditure and 
political capital it requires." 

Some feel that Clinton's foreign policy 
goals might be mutually conflicting. As one 
official said: "Clinton wants to export to 
Asia and beats them on the head for not 
being like us." a 


5 
2 
5 
3 
% 
2 
* 
ч 





ІШІ 





Capital 
Hong Kong 


THE POWER AND REACH OF | 
THE FAR EASTERN ECONOMIC REVIEW 


China’s New 
Manifesto 





Plus selected special penetration 


into any of six key local markets 








mi AO RN 


SWA Forbes Zibenjia Forbes Zibenjia CommonWealth 
Indonesia Malaysia Singapore Taiwan 





The Far Eastern Economic Review, Asia's most influential 
magazine, now offers even greater penetration of the region's 
business leaders and affluent consumers. 


Now you can enhance your advertising campaign in the Review 
with a multilingual reach into any of six key markets — and earn 
free bonus pages when you do. 


Only one magazine in each country has been selected for its ability 
to extend on the Review's reach into the rich pool of local leaders. 


"Asia As You Like It" is innovative as a marketing strategy 
because it provides you the most attractive benefits of both 
international and local media. And, with effective discounts starting 
at 12.5%, it’s a resourceful media plan tailor-made for the 90's. 


Until Asia speaks a common language, “Asia As You Like It” is 
the most intelligent method yet devised for you to communicate. 


For information call the Far Eastern Economic Review’s 
Tom Harter at (852) 508 4461 or fax (852) 503 1537. 





: 


Money & Banking 
Thailand 


à ы 


REGIONAL 





UNITED STATES 


Positive thinking 


Tyson advocates managed trade 


о mainstream US economists who 

1 champion unfettered markets and 

free trade, many pronouncements 
by University of California economist 
Laura Tyson have bordered on heresy. To 
the growing number of "competitiveness" 
advocates among US opinion leaders, 
policy makers and businessmen, Tyson is 
a heroine who has studied how real econo- 
mies work instead of building abstract eco- 
nomic models based on unreal assump- 
tions. 

Now Tyson is moving into the White 
House to become chairman of president- 
elect Bill Clinton's Council of Economic 
Advisers (CEA). Tyson is a trained econo- 
mist “во she knows the virtues of free trade 
and costs of managed trade,” one econo- 
mist says. But her starting premise is that 
. "the world of international trade is not а 
world of free trade." 

She will come to Washington with some 
tough trade policies in mind. How influen- 
tial Tyson will be in the Clinton adminis- 
tration is crucial to Asian traders. 

Tyson insists that when free trade fails 
because foreigners manipulate and distort 
market forces, the US Government must 
counter it with managed trade. Definitions 
of managed trade vary, but most agree it is 
characterised by heavy government inter- 
vention in trade flows, as when trade out- 
comes, not just trade flows, are predeter- 
mined. 

In her latest book Who's Bashing Whom?, 
focusing on hi-tech trade conflicts be- 
tween the US, Japan and Europe, Tyson 
stresses that practising free trade with 
those who do not reciprocate is against US 
interests. 

Nor is protectionism the solution. Tyson 
is against the current methods of protect- 
ing domestic producers from imports, such 
as imposing anti-dumping duties. She also 
dislikes “voluntary export restraints” 
forced on foreign exporters. АП of these 
reduce competition and trade, and are, ac- 
cording to Tyson, protectionist. 

Instead, Tyson offers novel ideas which 
she says are "trade-expanding." These in- 
clude "voluntary import expansion" by 
trade partners and countervailing subsidies 
given to domestic manufacturers to offset 
foreign subsidies. Tyson is also in favour 
of sector-by-sector trade arrangements that 
set quantitative targets with the threat of 
sanctions if promises are not kept. 

She cites the US-Japan semiconductor 
trade agreement, which established a 20% 
share of the Japanese market for foreign 


producers, as a positive example of a trade- 
expanding solution. 

Like Clinton, Tyson is a believer in the 
lapsed Super 301 provision of the US trade 
law, which required the US administra- 
tion to unilaterally punish unfair trade 
practices by foreigners. She argues that this 
provision was successfully applied, not to 
protect US companies, but to lower Japa- 
nese market barriers. 

A defensive trade policy is only part of 
Tyson's brand of industrial policy, which 
she defines as a broader government effort 
to foster “strategic” hi-tech industries. She 
wants government support — including 
tax incentives and research funds — for 
products widely used as industrial inputs, 
such as semiconductors. Orthodox econo- 
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A new manifesto of industrial policy. 


mists worry about such proposals. They 
argue that a government trying to outguess 
the market and pick winners and losers 
among products and industries will lead 
to waste and corruption. 

Tyson’s trade policy is likely to get, at 
best, lukewarm support from Clinton’s old 
friend and labour secretary-designate Rob- 
ert Reich. Reich insists that he is “as com- 
mitted as ever” to industrial policy but he 
differs from Tyson on what it is supposed 
to achieve. 

"[Tyson] wants government to promote 
American firms; І want government to pro- 
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mote American workers, regardless of the 
nationality of the corporation they work 
for," Reich wrote recently in the American 
Prospect journal. 

The object of US industrial policy, Reich 
argued in his latest book The Work of 
Nations, “should be to enhance the value 
that American workers can add to the 
world economy, not to increase the pro- 
fitability ог global market share of . . . 
errant American-owned companies." 
Reich's view that the nationality of corpo- 
rate control does not matter has greatly 
upset other advocates of industrial policy. 
He has also caused a stir by attacking crit- 
ics of Japan for "fear mongering" rather 
than confronting domestic problems. 

Clinton has adopted many of Reich's 
ideas for developing “human capital," such 
as providing lifetime training by requiring 
employers to spend 1.596 of payroll for 
education and training, through an appren- 
ticeship programme. In the Senate confir- 
mation hearing, Reich pledged to make the 
Labour Department the "Department of 
the American Workforce." 

Asian diplomats are reluctant to criti- 
cise an incoming CEA chief, but some ex- 
press the hope that Clinton's senior eco- 
nomic adviser Robert Rubin — who will 
chair the newly-created National Economic 
Council coordinating body — will keep 
Tyson in check. The Asians were also re- 
lieved when Clinton selected lawyer 
Mickey Kantor — not one of the known 
trade hawks — as his trade representa- 
tive, and Princeton University economist 
Alan Blinder, who is more orthodox than 
Tyson, as the second economist on her 
council. 

For all this, Asia should probably pre- 
pare for a tougher trade policy from the 
Clinton administration. The Japanese recall 
that treasury secretary-designate Lloyd 
Bentsen has long been a trade hardliner. 
Further, vice-president-elect Albert Gore 
shares Tyson's enthusiasm for nurturing 
strategic technologies. 

“А better national approach to develop- 
ing and implementing new technologies, 
especially those which by common agree- 
ment are likely to have a tremendous lev- 
erage over the future, can bring great im- 
provements to our economic perform- 
ance," Gore said recently. 

Clinton is his own economic adviser. 
He, too, has learned about the virtues of 
free trade but he also believes in fair trade 
and an activist government. While gover- 
nor of Arkansas, he consistently advocated 
government support for education, job 
training and infrastructure. In Congres- 
sional testimony given in 1983, he even 
suggested providing insurance coverage 
for state pension funds which are rein- 
vested to rebuild the infrastructure or to 
restore the competitiveness of troubled in- 
dustries. Clinton may not need much help 
from Tyson. ш Susumu Awanohara 


21 JANUARY 1993 


Pipe а ааа: Ет 


9 TI 





UNITED STATES 


Leaner and 
meaner 


Heduced forces to have 
better arms 


uring last year's presidential elec- 

tion campaign, candidate Bill 

Clinton asserted that he could re- 
duce American force levels substantially 
more than was planned by President Bush 
and still protect US global interests. 

Most of Clinton's ideas for military 
^downsizing" came from House of Repre- 
sentatives Armed Services Committee 
chairman Les Aspin, the foremost military 
expert in Congress with centrist views. 
Aspin will soon take over as defence secre- 
tary. 
pte by Clinton that he is pro-de- 
fence and that US forces in Asia will stay 
put for now, East Asian governments are 
not worrying about the Clinton-Aspin 
force reduction plan, at least not yet. A 
South Korean official says: "If they have to 
downsize, we want Aspin to be involved." 

But the Clinton administration is bound 
to come under pressure to cut deeper into 
the defence budget. At the same time it 
will be tempted to use force more fre- 
quently than in the past, and for non-con- 
ventional purposes, as in famine relief for 
Somalia. 

Anxious to generate funds for his do- 
mestic programmes, but also keen to ex- 
punge the Democrats's anti-defence image, 
candidate Clinton was attracted to Aspin's 
downsizing proposal which purports to be 
cheaper and better than Bush's. 

Under President Bush the Pentagon had 
envisaged a "base force" in which the 
number of uniformed personnel would 
decline during 1990-95 by 20% to 1.6 mil- 
lion and cost an estimated US$1.6 trillion. 
Under Aspin's plans a further reduction of 
200,000 troops and additional savings of 
US$91 billion аге envisaged for the same 
period. 

Instead of starting with the budget, 
Aspin argues that the US should first iden- 
tify post-Cold War threats and contingen- 
cies and determine what forces are neces- 
sary to meet them. Purposes for which the 
US may want to use force include: counter- 
ing regional aggressors (North Korea and 
China are cited as potential risks along 
with Iraq, Iran and Syria); combating the 
spread of nuclear weapons; fighting terror- 
ism and drug trafficking; keeping the 
peace; and assisting civilians. 

The total size of the US forces would be 
determined once the new administration 
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decides what threats and contingencies it 
wants to be able to meet at the same time. | 
Aspin's proposed force would be large | 
enough to conduct simultaneously a major 
ground war in the Middle East and an 
aerial defence of South Korea against at- 
tack from the North Korea. It would also 
provide additional capability for rotation 
of troops. 

Top defence officials have attacked | 
Aspin's proposed force as dangerously | 
anaemic but Aspin has stood his ground. | 
He says his critics are taking an "all or | 
nothing" approach to the use of military 
power and are unduly loath to use force 
for limited objectives. 

What seems clear is that overseas force 
reductions will occur mainly in Europe, not | 
Asia. Clinton wants to cut US troops in | 
Europe from 150,000 to between 75,000 and 
100,000. But he has not mentioned any ad- | 
ditional cuts for Asia where the number of | 
US personnel has been reduced by about 
10% to 120,000 over the past three years, 
and where further moderate cuts are 
planned. "There is little budget pressure to 
bring US troops back from Northeast Asia | 
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JAPAN 





power 


J apan will go ahead with its pluto- 
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nium-based programme to develop | 
fast breeder nuclear technology, re- | 
gardless of criticism by environmentalists | 
and the likelihood of incurring the dis- | 
pleasure of the incoming Clinton adminis- рУ 


| tration in Washington. 


A government spokesman told dies 
REVIEW that the safe arrival on 5 January of à 
the vessel Akatsuki Maru with 1.5 tonnes. 
of reprocessed plutonium fuel from France | 
has demonstrated that the fuel could be | 
shipped "securely and safely, despite the | 
extreme and emotional arguments made - 
by some groups." But he hinted there | 
might be a “breathing period" before thes 
second shipment takes place. 

“There has been no decision to post: 
pone the fast breeder reactor programme,” 
Toichi Sakata, director of the Science and | 
Technology Agency's Nuclear Fuel D 1 
sion said on 8 January. 

The Nihon Keizai Shimbun had reported 3 


, on 6 January that Japan's Atomic Бпе 4 
| Commission is reviewing the nuclear pro- | 
| gramme and may postpone plans to build | 4 


Japan's first demonstration fast breeder re- - л 


| actor. The report said the review was а re- 





US troops on manoeuvres in Kuwait. 


but, politically, there is a feeling here that 
protecting Japan is not in our interest," says 
a defence official. 

There are some evident contradictions 
in Clinton's plans. He is committed to re- 
ducing overall costs while buying expen- 
sive hardware such as the Seawolf sub- 
marines, as Patrick Cronin of the National 
Defence University points out. 

Another Asian concern is Clinton's ap- 
parent readiness to use force to meet new 
contingencies, though the criteria for US 
engagement and whether the US will work | 
unilaterally or through the UN are not | 
clear. The Japanese, in particular, are won- 
dering what roles they will be expected to 
play when the US uses force. 

m Susumu Awanohara | 
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sponse to international concern over nu- | 
clear proliferation and indications that To- | 


| kyo's plutonium policy will come under | 
| | intense pressure from US president-elect | 


Bill Clinton. 
Sakata said it is unlikely that the com- | 


| mission would consider suspending pluto- | 


nium shipments. “It remains our policy to | 
begin construction of the demonstra: 
reactor some time in the late 1990s," hec A 
said. 
Japan's long-term plan for nuclear еп- | 
ergy provides for large-scale commercial | 
use of recycled plutonium fuel by 2020-30. 
An experimental reactor at Tokai produces | 
0.2 tonnes of reprocessed plutonium a year, | 
but additional plutonium from France and | 
Britain is needed for the Monju 280-MW | 
prototype fast breeder reactor — scheduled | 
to start operation later this year — and | 
other reactors which will be converted to | 
use plutonium fuel in the mid-1990s. E 
Ultimately, however, the most power- | A 
ful argument in favour of continuing the | 3 
fast breeder programme may be the need | 
to protect the large investments Japanese | 23 Я 
private industry has already made in de- | ў 
veloping technical expertise and personnel. | 


| "Incentives for the private sector to con- | 


tinue research and development must be | 
maintained and gradually expanded," | 
Sakata said. m Robert Delfs | 
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Failure in Cambodia 


hose who have been criticising the 
Paris peace accords on Cambodia 
| can today take little consolation in 
5: having been proved correct. The 
_ peace settlement was ill-conceived from the 
outset and the UN's implementation of it 
has been slow and ineffective. The weak- 
mess of the UN Transitional Authority in 
Cambodia (Untac) became obvious as long 
ago as June 1992 when the Khmer Rouge 
faction refused to participate in Phase Two 
of the plan. This requires the different fac- 
tions to confine their troops to cantonments 
апа disarm them. 
| Essentially, what the communist Khmer 
Rouge is calling for is a return to the pre- 
- accord discussions between the four Cam- 
| bodian factions. It is also, in effect, de- 
| manding the "ethnic cleansing" of Cambo- 
| dia, а call clearly aimed at the Vietnamese 
minority. 
22 What is alarming is the support the 
‘Khmer Rouge has been receiving from 
- other nationalist groups on the latter issue. 
"Although Untac has rightly condemned 
_ this as unacceptable, it has had to swallow 
other humiliations, such as the Khmer 
| Rouge's refusal to allow the UN into cer- 
_ tain areas that the faction controls. 
|... The same moral laxness that accommo- 
| dated the Khmer Rouge in the peace plan 
_ has been apparent in the six months of use- 
less negotiations with the faction following 
{Һе UN entry into Cambodia. One year af- 
ter the UN intervention, these аге the re- 
| sults: 
| > A bankrupt economy. All-out liber- 
 alisation, along with the inflation generated 
by 20,000 highly paid UN personnel, the 
| return of 300,000 refugees without income, 
the looting of natural resources by Thai 
commercial networks and related eco- 
nomic distortions have exacted a heavy toll 
on an already fragile economy. 
> Legitimacy for the Khmer Rouge. The 
faction, notorious for killing hundreds of 
thousands of Cambodians during its late- 
1970s tenure of power, has gained new re- 
| spectability by signing the Paris accords. 
Then, by ignoring the provisions of the ac- 
cords, the Khmer Rouge has expanded the 
| territory, people, and resources it controls. 
|» More income for the Khmer Rouge. Ву 
| cutting deals with Thai military officers 
who provided access to traders, the Khmer 
Rouge streamlined gem-mining and log- 
| ging operations along the border. The huge 
| profits generated in this way — at least 
|, until Bangkok acted to end the border 
_ trade — are now опе of faction leader Pol 














By Serge Thion 


Pot's keys to survival. Yet those who com- 
plain about Vietnam's heavy hand in Cam- 
bodia have been strangely silent about the 
Thais gaining economic control over large 
areas of Cambodia. 

> Crippling of the Phnom Penh govern- 
ment. Today, that government is simply 
not capable of meeting its responsibilities. 
This is a direct result of pressure from for- 
eign nations that are worried about the fact 
that the Hun Sen government represents 
one of the contesting factions. The same 
foreign governments seem less concerned 
about the anarchy and the relative 
strengthening of the Khmer Rouge that 
have stemmed from the Phnom Penh's 
weakness. 

To be sure, not all the 
results of the peace 
process have been nega- 
tive. The return of thou- 
sands of Cambodian 
refugees and the immi- 
nent end to the inhuman 
border camps in which 
many Cambodians had 
been forced to live are 
welcome developments. 

But the main UN goal 
of restoring peace and 
order is slipping farther 
out of sight. There is little 
chance that the peace 
process can be success- 
fully implemented in the 
present circumstances. 
The UN therefore needs 
to rethink its role in Cam- 
bodia, bearing in mind 
the following: 

First, it is impossible 
to include the Khmer 
Rouge in an overall set- 
tlement. It is also impos- 
sible to dissolve the mili- 
tary character of the fac- 
tion, which remains the 
basis of its existence. 
Nevertheless, the UN- 
sponsored elections 
should still be held in May. The democratic 
character of the elections is not nearly as 
important as having a government in 
Phnom Penh that enjoys international rec- 
ognition and is able to undertake the tasks 
expected of any responsible administra- 
tion. 

The international community must also 
acknowledge that Cambodians, like many 
other peoples, have xenophobic feelings. In 


FAR EASTERN ECONOMIC REVIEW 


©@%- 





The UN 
should 
strangle the 
Khmer Rouge 
monster the 
West helped 
nurse back to 


life after 1979 
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Cambodia's case, the massive influx of mi- 
grant workers from both Vietnam and 
Thailand increases the risk of violence, es- 
pecially when the economy is in difficul- 
ties. Although the imminent end of the US 
embargo against Vietnam may encourage 
Vietnamese job seekers to stay at home, 
more should be done to head off possible 
racial violence. 

After the election, whatever govern- 
ment emerges in Phnom Penh will have to 
deal with the problem of the Khmer Rouge. 
This is basically a military problem and it 
requires a military solution. The interna- 
tional community can best help here by 
giving every assistance to strengthening 
the new Cambodian government's military 


capacity. It should also | 


try to isolate the Khmer 
Rouge by putting strong 
pressure on neighbour- 
ing Thailand. 

In the run-up to the 


demonstrate its determi- 
nation to make the peace 
accord work by using its 
military muscle to restrict 
the Khmer Rouge within 
its own zones. Common 
sense requires that UN 
troops fight back when 
attacked. If this is not 
done now, it will have to 
be done later. The Khmer 
communists were almost 
destroyed in Geneva in 
1954 when they were not 
allocated the zone of con- 
trol they had sought. To- 
day they see in the peace 
accords a chance to se- 
cure such a zone, and the 
UN appears to be prov- 
ing them right. This is 
unacceptable both to the 
Cambodian people and 
the international commu- 
nity. 
The UN should stop 
procrastinating. It should instead help to 
strangle the monster that the West and the 
Chinese helped nurse back to life after the 
Vietnamese had virtually destroyed it in 
1979. For Cambodians, the first human 
right is the right to live. в 


бегде Тһіоп is a French scholar who has pub- 
lished several studies on Cambodian political 
history. 
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SINGAPORE 


Warrior's fate 


Polls fiasco damages opposition leader's image 





By N. Balakrishnan 
‹ : ingapore's grand old man of opposi- 





tion politics, J. B. Jeyaretnam, is in 
danger of fading away from the po- 
litical stage after having failed to contest a 
crucial year-end by-election. This has 
strengthened the fortunes of the other ma- 
jor opposition group, the Singapore Demo- 
cratic Party (SDP), at the expense of Jeyaret- 
nam's left-leaning Workers’ Party. 
Jeyaretnam says he has no plans to quit 
politics or, as has also been speculated, turn 
over the leadership to the party's sole МР, 
Low Thia Khiang. But observers say the 
political landscape and his age (67) are 
working against Jeyaretnam and that is he 
also losing touch with Singapore's young 
and middle-class voters. 
Jeyaretnam almost single-handedly in- 
vented opposition politics in Singapore 


VER 





when he broke the decade-old parliamen-. 
tary monopoly of the ruling People's Ac- . 


tion Party (PAP) by winning a surprise vic- 
tory in a 1981 by-election. After Jeyaretnam 
won again in the 1984 polls, the PAP had to 
concede what it had hitherto vehemently 
denied — that an opposition party might 
have a role to play in Singapore's politics. 
Jeyaretnam enlivened the parliament 
greatly with acrimonious debates between 
him and the then prime minister Lee Kuan 
Yew. But in 1986, after he was convicted in 
a controversial court case involving politi- 
cal funds, Jeyaretnam was expelled from 
parliament and banned from contesting 
elections for five years. 

That ban was still in effect when Prime 
Minister Goh Chok Tong, Lee's successor, 
called the 1991 general election. Jeyaretnam 
said the polls had been called a year earlier 
than required to prevent him from contest- 
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ing. In response, Goh promised mid-term 


by-elections so that Jeyaretnam could con- | 


test in them. Somewhat unexpectedly, Goh 
called for by-elections in his own constitu- 
ency of Marine Parade in December 1992. 

Marine Parade is а group representa- 
tion constituency and the law requires that 
a party wishing to contest the election must 


field four candidates, including at least one | 


from a minority ethnic community. 
So keen did Jeyaretnam seem to run 
that he was even willing to abandon the 


informal alliance the Workers' Party had | 


always maintained with the SDP to avoid 
splitting the opposition vote. 

In the event both the spp and the Work- 
ers' Party decided to field candidates. But 
on nomination day (9 December) only 
three of the four Workers' Party candidates 
turned up, thereby disqualifying the party. 
Jeyaretnam now will have to wait for the 
1996 general election. By then he will be 
70, hence the current speculation that, hav- 


ing failed to run in the election that he had | 
wanted for more than five years, he will | 


quit politics in favour of Low, who is 36. 
Jeyaretnam says the nomination day fi- 
asco arose because one of the candidates 


got cold feet at the last minute. But many | 


political observers say the incident may 
have been stage-managed to avoid a loss 


of face after the Workers' Party had de- | 


cided not to contest the elections. 
The observers say that while Jeyaretnam 





has always been admired for his tenacity | 


and political courage, he had little hope of 
winning against Goh. While losing against 
Goh might have beerracceptable, there was 
a distinct possibility that the Workers' Party 
might have also ended up doing worse than 
е spp, which in the 1991 election had 
emerged as the largest opposition party by 
winning three seats against the Workers' 
Party's one. The SDP has been exploiting the 


"growing marginalisation of the Workers' 
. Party and claims that it is now the ^main" 

Opposition party and that it is time Singa- 
. -pore had a two-party system. 


Given this background, Jeyaretnam 
may well have calculated that it would be 
less damaging to avoid fighting the by- 
election, if he could also avoid having to 
concede as much in public. However, even 
jf the incident was not stage-managed, it 
does not reflect well on the credibility of 


Jeyaretnam's party. Other than the SDP, two | 


fringe opposition parties also managed to 
produce four candidates each for the by- 


election, though they polled less than 1% | 


of the votes each. a 
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Travellers | Tales 


SHANGHAI 
estern-style glitzy shops greet 
the Traveller returning to 
Shanghai after an absence of 
Pes more than seven years. There 
are also other, more substantial, signs of 

_ change: large numbers of construction 
_ sites, roads being widened to alleviate a 
growing problem with traffic congestion 
and the struggle to obtain airline seats to 
апа from the city. 

Long-time residents of this city, which 
_ prides itself as the most sophisticated in 
. China, provide a perspective denied to the 
Occasional visitor. "Greed is the problem 

C 'oughout China today," complained a 
foreign executive in Shanghai. He was talk- 

ing about the rush to earn progressively 

higher salaries by job-hopping in a market 

Where the demand is huge and the supply 

| Of trained staff is woefully short. At the 

| top level, new university graduates accept 
- offers of engineering jobs with 
| joint-venture companies, do 
| well enough after basic training 
to be sent overseas for more ex- 

РЕ | tensive training, and then leave 

| the original employer for a far 
| more senior job. 
i At the lowest level, factory 
_ workers with just enough expe- 
| rience to do well in their cur- 
rent jobs seek positions as su- 
| pervisors elsewhere. And in the 
| middle levels, foreign-run ho- 
| tels lose secretarial staff to rep- 
| resentative offices in need of 
| foreign-language skills. 

| . Representative offices with 
only a few staff can afford to 

- overpay to find and then keep good peo- 

ple, said the foreigner, but this is impossi- 

- ble in manufacturing because of the num- 

bers of people required and the size of the 

wages bill. 

|... Non-cash benefits do not hold much at- 

| traction, he said. Chinese work units pro- 

_ vide housing for staff at nominal rents, and 

- offers of free and larger apartments by for- 

eign companies have not worked as well 

as expected. 

... The effect is to create a layer of middle- 

ranking to senior staff who do not have 
sufficient experience to justify their new 

" rankings. Those who are really bright will 
- cope and do well — but the majority will 

| prove inadequate and will cost companies 

| money. 

.. This type of problem is nothing new in 

| many parts of the world where rapid ex- 

| pansion of an industry occurs. But the scale 





























worse, кезіне ы өріне dramatic expansion 
of virtually ЭН forms of: industry there, par- 
ticularly “over the past yeag 3. S 

“It’s hot a boom any more, it's'an explo- 
siori," said A7ligrelier. Westnit-style glitz 
began ‘appearing’ ori: shopfrants in the 
primę ‘tourist shopping "ated; around 
Nanjing. Road East in 1986-82, he said, but 
then — in-line with the. rests xof the country 
— money shortages slowed, things down. 
The fastest growth occuaréd іп 1992, and 
Western- -style `5! store decor, especially in 
clothing shops, has spread to many parts 
of the city. 

Obviously, not all of this has come 
about following paramount leader Deng 
Xiaoping's trip to the southern regions of 
China in spring 1992. But a lot of the new 
mood of dynamism in Shanghai as well as 
the rest of the country is a direct result of 
that trip, leading another foreign resident 

























Giant model of a rooster оф, WNinese New" Year, t 
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to say: "It's атал dchry hat a nation of 
12 billion peoplecan wake"; 
with а few worgs . from an 
man." db 1 

So is the leadership he | 
following the wake-üp 
were guerilla fighters,* 
ing one bullet at a time,” 


nese mainland official witha itn, 


company. New situations. &ómand new 


leaders, he added, commertting“Of course 


China makes mistakes, етер makes» 
dem vore one December evening, tv 


mistakes." Mum 

Is one of those mistakes the way Peking’ “th 
is now engaging in a diplomatic battle with 
Britain over Hongkong’s future? “No,” he 
said, “Britain has a long history of damag- 
ing the economy when it leaves colonies. 
Look at Aden.” 

Aden? Where British troops in 1967 had 
to fight their way out of the place against 
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guerillas who had support from : 
nist front organisations and Midc 
егп anti-monarchists? Why pick t 
parallel for Hongkong? What abot 
where there were better-managed 
Britain, such as (then) Malaya an 
pore? 

He sidesteps to another line: 
swer is to make everyone rich” be 
litical changes are introduced. Т1 
tainly, is happening in Shanghai 
vengeance. 

There are still, of course, anach 
to be seen — streetside haircutting 
bers in Mao-style jackets, for instar 
there are garish incongruities, suc 
giant model of a rooster placed 
Bund near the Peace Hotel in anti 
of the New Year, plus new “Tudor 
mansions with mock wooden 
springing up as if to try to recapturt 
hai's pre-war international flavour 

There is a strong ter 
for a visitor to read м. 
be too much significa 
random events. But 
Traveller, three such сг 
cidents seemed to giv 
perspective to the rapi 
prosperity which is, at 
perficially, so apparent 

The first was the tré 
street encounter with a 
who wanted guidance 
lish pronunciation. ? 
unusual so far — but th 
for which he sought ht 
^mental" and "indeper 

The second was a 
policemen, tradition 
ed authority figures, who, wl 
g at and discussing a hand- 
nit, walked unseeing and ap 


n 
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eun around them 
Séeming to treat them ав 
fhcles rather than syn 


walke | 
тагу, 
“роле #3 

. The third was the one which cli 
gr this Traveller. On the ey, 


y-clad policemen were riding an 
looking motorcycle-and-sidecar c 
tion, siren blaring, in the fast lane, 
ably speeding as best they could o 
business. As they did so, they we 
overtaken on the inside lanes b 
loaded with consumer goods and ' 
loaded with ordinary people. 
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Johnnie Walker 


Royal Hong Kong Golf Club 


It was a balmy May evening in 1889 
when 13 men assembled for a meeting to 
‘consider the question of starting a golf links 
in Hong Kong or Kowloon’ And so it was 
that Hong Kong’s first golf club was formed. 
Her Majesty Queen Victoria gave the club 
her Royal seal of approval in 1897 and for 
more than a century now the club has been 
the premier golfing venue in the British 
Colony. It is known throughout 

the world 





for its excellence and was the site for the 
1990 Johnnie Walker Classic won by Nick 
Faldo. The course is one of the best in Asia 
and the clubhouse is a colonial work of art. 
Linchpins of society gather around the 
tastefully furnished bars to discuss the 
matters of the day. If the 18th hole on the 
Eden Course is one of the finest finishing 
holes in Asia, the bar and verandah at 
Fanling most definitely qualify as being 
among the best ‘19th holes’ in the region. 





Royal Hong Kong Golf Club 
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Founded in 1930 the 36-hole Wack Wack 


Golf and Country Club is one of the oldest 
golf clubs in the Philippines. Located in 
Mandaluyong, it can also lay claim to be 
the best known of the country's courses. 
As host to the 1977 World Cup, the East 
Course received worldwide acclaim, notably 
the 13th hole which a young upstart by the 
name of Seve Ballesteros had the audacity 
to eagle twice to help Spain to a memorable 
victory. Wack Wack has also been the 
regular site for the Philippine Open. 
In 1992 it staged the Johnnie Walker 
International Club Championship and the 
Johnnie Walker Skins Game featuring 
legendary South African Gary Player, who 
was involved in the renovation of the East 


Johnnie Walker 





Course, Thailand's Boonchu Ruangkit, 
Myanmar’s Kyi Hla Han and local hero 
Felix Cassius Casas. The clubhouse 
hospitality at Wack Wack is hard to beat. 
The 19th hole is a popular meeting place 
and actually boasts its own Black Label Club 
which meets every week after golf. 
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Wack Wack Golf and Country Club 

































Site of the 1992 Johnnie Walker Classic, 
won by South African lan Palmer, 
Pinehurst Golf and Country Club is one of 
Thailand's most exclusive clubs where 
visitors are only permitted to play if 
accompanied by a member. Named after 
the famed Pinehurst Golf and Country 
Club in North Carolina, the Thai version 
was opened in 1988 and possesses three 
nine-hole layouts of contrasting character. 
Less than 10 kilometres from Bangkok's 
Don Muang International Airport, it is 
not only the golfing facilities which leave 
a lasting impression. The clubhouse is 
spacious and luxurious and complements 
the adjoining Pinehurst Lodge, an elegantly 
furnished resort-style hotel offering top- 
class accommodation and a wide variety of 
cuisine. Next to the pro shop on the ground 
floor of the clubhouse is an enticing 19th 

hole. An easy place 
to lose track 
of time. 
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In Malay, Saujana means‘as far as the 
eye can see. Set out over 400 acres of rolling 
oil-palm country some 25 kilometres 
from Kuala Lumpur, the Saujana Golf 
and Country Club boasts two magnificent 
18-hole layouts (Palm Course and Bunga 
Raya Course) which have received wide- 
spread acclaim since the club's opening in 
1986. The clubhouse, made up of five two- 
storey blocks using the atrium concept, 
sprawls out over 7000 square metres and 















New Korea Country Club 


New, Korea Country Club 


Saujana Golf and Country Club 





Saujana 
Golf and Country Club 


cost M$10 million to build. As well as 
being the venue for club prize-giving 
ceremonies, the cosy atmosphere of the 
19th hole, overlooking the 18th green, is 
the perfect place to unwind after a round. 
Here, you can also expect to brush 
shoulders with the rich and famous, for 
among the regular visitors are the King, 
sultans and foreign dignitaries. 


One of the oldest golf clubs in Korea, the 
New Korea Country Club is situated in 
picturesque countryside on the outskirts of 
Seoul, a 45-minute drive from the city's 
centre. The two-storey clubhouse, hidden 
away at the top of a КпоП by dense 
woodland, is small but well-used and 
friendly. The course itself is renowned for 
its 18 deep, undulating fairways set against 
a heavily forested backdrop which turns a 
rich red in autumn. The Clubs 19th hole 
provides an excellent place to warm one's 
soul after a tough round out on the course. 





Johnnie Wall 





Royal Calcutta Golf Club 


Like that of British rule, the first im- 
pact of golf in India was felt in Calcutta. 
Established in 1829 the Royal Calcutta Golf 
Club is not only the oldest golf club in 
India, but also the oldest in the world 
outside Great Britain. Originally located 
near Calcutta airport the club moved to the 
Maidan and finally ‘to its present location at 
Tollygunge in 1910. Meant exclusively for 
the use of gentlemen, it was not until 1886 
that women were admitted. Much of the 
memorabilia connected with the history of 
the club is still preserved in the clubhouse 
with numerous old pictures prominently 
displayed in the club bar. Since the days of 
the Raj, Johnnie Walker whisky has always 
been the most popular tipple. “А whisky a 


day keeps the doctor away,” was a famous 
phrase attributed to one of the club's former 
English professionals. It worked then and 
it's still working today. 





Royal Calcutta Golf Club 


It is billed as the ultimate golf ret 
designed by nature. And the Blue Can 
Country Club does not disappoint. S 
opening its Canyon Course at the stai 
1992, the club has received lavish pr 
from golfing experts convinced that this 
come to be known as one of the wo! 
outstanding golfing getaways. Located 
two kilometres from Phuket Internati 
Airport, the magnificent course has bec 
one of the star attractions in the Реа 
the Andaman. Tucked away in а seclu 
valley on Thailand’s largest island, the « 
exudes exclusivity. The three-storey c 
house has been unashamedly designe: 
pamper and please club members. Cro 
are eliminated and worries forgotten as 
unwind on the open air terrace and 
which offers a breathtaking panoramic v 
of the course. It is a place to entertain 
entertained and enjoy the best things in 
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RESEARCH & 


Audio, video, 3DO 


acing its first production decline in 

17 years, Japan's consumer elec- 

tronics industry is praying for a 

new hit product. At the Consumer 
Electronics Show in Las Vegas in early 
January, Silicon Valley entrepreneur Trip 
Hawkins introduced a possible answer to 
the industry's supplications, the interactive 
multi-player. 

Backing Hawkins is Matsushita Electric 
Industrial of Japan, the world's largest con- 
sumer electronics firm. And where Matsu- 
shita goes, the rest of the industry — with 
the exception of Sony — will surely follow. 

The new product plugs into the family 
television, just like а video cassette re- 
corder. In its initial form, the new equip- 
ment will play three different types of com- 
pact disc: regular audio CDs, digital movies 
on CD, and "interactive multimedia soft- 
ware," better known as video games. 

Hawkins is no stranger to the video 
games business. In 1982 he co- 
founded Electronic Arts, which to- 
day is the largest and most profit- 
able video game maker in the US. 
Three years ago, Hawkins gave up 
the day-to-day running of Elec- 
tronic Arts in order to start up a 
new outfit, now known as 3DO. 

There are five partners in the 
fledgling firm: Electronic Arts; pre- 
mier Silicon Valley venture capi- 
talists Kleiner Perkins Caufield & 
Byers; Matsushita; media conglom- 
erate Time Warner; and telecoms 
behemoth AT&T. 

In addition to being a manufac- 
turer of consumer electronics prod- 
ucts, Matsushita also owns movie 
maker MCA. Time Warner is the 
world's largest entertainment company, 
with huge libraries of records, motion pic- 
tures and educational films. Between them, 
the Japanese and US heavyweights are re- 
ported to have invested some US$20 mil- 
lion in the new venture. 

3DO will make no products of its own. 
Rather, the firm sees itself as a creator of 
technical specifications, such as noise- 
reduction specialist Dolby. It plans to grant 
licences for the use of 3DO to hardware 
manufacturers and software developers. 

Hardware specifications will be sold 
cheaply in an attempt to establish a 
worldwide standard, such as vHs. 3DO's 
will derive its revenues from licensing soft- 
ware, as does Nintendo. But unlike the 
Japanese video game maker, which 
charges developers an average licence fee 
of around US$10 for every game cartridge 
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they sell, 3DO plans to charge just US$3 a 
disc. 

Catalysed by 3DO, interactive multime- 
dia will develop into a major new market, 
Hawkins predicts. He points out that in 
1990, American consumers spent more on 
arcade games than on going to the movies. 
Yet at home, they spent US$14 billion on 
videos but only US$2 billion on video 
games. Hawkins says that 3DO's target is 
to garner “the missing US$12 billion." 

Beyond video games, though, the pos- 
sible applications of 3DO are virtually lim- 
itless. The market for pornographic videos 
using the new technology is likely to be 
very large, but 3DO has possible uses in 
schools and offices as a teaching aid and in 
hospitals where trainee doctors can prac- 
tice without fear of making a fatal error. 

But the most immediate prospect of 
profit is thought to be in the home interac- 
tive market, where rivals are already com- 





Soon viewers may get in on the act in Casablanca. 


peting. One is the Dutch electronics giant, 
Philips, with its compact disc interactive 
player (CD-I). Another is Commodore of 
the US, with its CDTV player. A third, more 
recent, entry is Tandy, with its video infor- 
mation system, which like 3DO's proposed 
box is a multi-player. 

One big problem with all existing for- 
mats is that they are not compatible with 
each other. The consequence of this tech- 
nological tower of Babel is that software 
producers tend to specialise in writing for 
only one type of machine. 

A second problem with existing inter- 
active players is that they are underpow- 
ered. Compact discs offer enormous stor- 
age space, but getting information off them 
is painfully slow. The picture quality they 
offer is inferior compared to what televi- 
sion viewers are familiar with, motion is 


FAR EASTERN ECONOMIC REVIEW 


INNOVATION 















jerky, and interactivity is limited. 
Image compression is the oft-touted | 
solution to this problem. But while com- 
pression will improve picture quality and - 
make motion smoother, it will do nothing, | 
Hawkins points out, for interactivity. | 
What is needed, he believes, is real-time | 
animation. This involves the ability to re- | 
draw pictures on the screen immediately ІҢ 
in response to input from the viewer. And |: 
to give the illusion of reality it means re- | 
drawing them at high resolution. 5 
High-resolution, real-time animation re- || 
quires, Hawkins says, "a fresh start e. Б 
1990s technology." To deliver it, 3DO | 
some of Silicon Valley's top computer de- à 
sign talent. 
They came up with a machine based on | 
a compact disc drive that runs at twice the | 
normal speed. To produce real-time ani- 
mation, the machine has an advanced 32- 
bit processor dedicated to redrawing the 
screen. The goal, he says, was “to | 
drive the stake so far out that eve- | 
rybody else would just give up.” 
Judging by early reactions, 3DO's | 
designers appear to have hit the | - 
spot. “It’s the most stunning tech- | 
nology I’ve ever seen,” gushes one | 
software developer. қ 
In Osaka, Matsushita has been 
trying to persuade Japan's manu- 
facturers to adopt the new stand- || 
ard. Companies that have been | 
shown ЗРО include Sharp, Sanyo |: 
Electric, Toshiba, Victor Co. of Ja- | | 
pan and Sony. 
But no matter how hot its tech- | 
nology, the 3DO machine will be 
judged by its price and by the qual- | 
ity of the software available for it. | 
When the first machine — bearing Matsus- | 
hita’s Panasonic brand — is shipped to the 
stores this autumn, it will retail for US$699, | 
the same price as the Philips and Tandy 
players. ІШ 
Who will pay such а high price? Al- 
though loathe to describe his baby as a | 
game machine, Hawkins expects that | 
"video gamers will drive the early adop- 
tion of consumer multimedia." And the 
chances are, as visitors to Electronic Arts's 
San Mateo studios discover, that most ОЁ 
the first discs will be souped-up versions 
of old video game favourites such as flight 
simulators. Sports games, for example, will | | 
look and feel like television outside broad- | 
casts. Bo 
"People want to interact" Hawkins | 
asserts. Matsushita is betting that he is | 
right. и Bob Johnstone 
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Targeting Asians 


Agencies in US tailor messages to new immigrants 





By Jonathan Burton in New York 





om is young and perky; Dad is 

confident and employed, the 

kids are clean and well-be- 

haved. What's behind their 

success? Family values, of course, and their 

| toothpaste: Colgate. This happy Mom, 

promises a recent advertisement, knows 

that squeezing Colgate on your toothbrush 

"gives your family a smile that lasts a life- 

time." Such is the essential American 

Dream, idealised, shaped and stere- 

otyped for decades by US corpo- 

rate advertisers. Only nowadays 

these wholesome messages better 

illustrate the Asian-American 
Dream. 

This particular Colgate ad is 
aimed at Chinese, not mainstream, 
Americans, many of whom are re- 
cent immigrants. They are un- 
schooled in the cultural nuances of 
their new home, and unsure of 
what behaviour is proper. In this 
case they are being told that in 
Asian America, success equals a fi- 
nancially secure, assimilated, up- 
per-middle-class family — and that 


40 


Colgate can help. ^The undertone of it is 
that we have upward mobility," says 
Joseph Lam, a founder of New York 
agency L3 Advertising Inc., which created 
the Colgate ad. "We are progressive; we 
want to achieve more." 

Like most images aimed at Asian 
Americans, Colgate's approach assumes 
that much of the group is first-generation 
and conservative in their social and politi- 
cal views, and strongly motivated by a de- 
sire for prosperity. They are status-con- 





Advertisers appeal to the Asian-American Dream. 
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scious, but not loyal to any one brand. The 
Asian American population in the US 
nearly doubled over the last decade, to 7.3 
million from 3.5 million, with more than 
200,000 arrivals in 1991 alone. Most display 
the classic immigrant mentality: a desire to 
meld with their adopted society, and the 
need to remember what they left behind. 

“Мо matter how much they admire 
Western civilization in their homeland, 
once they go abroad for good they tend to 
value their own culture and heritage 
more," observes Lam, himself a 
Hongkong native who settled in the 
US two decades ago. 

What is Asian America? Corpo- 
rate advertisers and their agencies 
would be mistaken to envision a 
solid bloc of homogeneous consum- 
ers. Asian America radiates any- 
thing but harmony — it is a mine- 
field of competing and sometimes 
antagonistic cultures that can 
quickly derail an unsuspecting mar- 
keter. Advertisements that would 
appeal to Japanese may offend Ko- 
reans; Filipinos are not likely to re- 
late to images that address Viet- 
namese. Even seemingly unified so- 
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cieties like Chinese belong to an expansive 
diaspora that encompasses mainland 
China, Taiwan, Hongkong, Singapore, Ma- 
laysia and Vietnam. 

Advertisers have been hoping to ease 
the confusion by identifying common de- 
nominators to which Asian Americans will 
respond. The most widely used are subtle 
messages that emphasise family, tradition 
and cooperation. To help streamline the ef- 
fort, some companies, including Colgate- 
Palmolive, AT&T, Anheuser-Busch and 
Bank of America have sidestepped their 
usual Madison Avenue agencies and have 
hired small Asian-American owned shops 
that promise pioneering inroads to the 
Asian community. 

In its television commercials, AT&T, the 
long-distance telephone giant, directly asks 
mainstream America to "come back" from 
competing services. But in carefully 
worded Japanese, it politely informs recent 
arrivals from Japan that “we are waiting 
for your call." A print campaign for New 
York-based Metropolitan Life Insurance 
Co. plays to Asians' deep sense of paternal 
responsibility by showing a Chinese baby 
in its father's arms. "You protect your chil- 
dren,” the copy reads, “but who protects 
you?" 

Ethnic influence in popular American 
advertising can be traced back a genera- 
tion, when clubby, white-bread Madison 
Avenue was shaken by creative types from 
primarily Italian, Irish and Jewish back- 
grounds. These young upstarts, more at 
home on inner-city streets than suburban 
lawns, ignited a cultural revolution within 
the industry. Often using humour as a 
battering ram, they pushed their immi- 
grant world into average American living 
rooms. 

The ads that Asian-American agencies 
have been developing are not about to up- 
set the status quo or burst into prime time. 
They are straightforward pitches to tar- 
geted Asian groups, produced in the ap- 
propriate language and featuring ethnically 
correct actors. Models always appear well- 
to-do and professional, doing business or 
entertaining in pleasant, affluent surround- 
ings. The set of one AT&T television spot — 
the living room of an upscale Chinese 
immigrant family — deliberately mixes 
Western and Asian styles, such as an or- 
nate Chinese vase placed near an easy 
chair. 

Whenever possible, whether for televi- 
sion or print, and no matter the product, 
ads to Asian Americans emphasise family. 
Says Connie Chan, an account executive 
with Time Advertising in San Francisco, 
which has created Asian-market cam- 
paigns for Anheuser-Busch's Budweiser 
beer and San Francisco-based Bank of 
America: "Asians are family oriented. They 
love their family so they buy the product." 

The concept of selling a product on a 
pledge to improve family health and life- 
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style is ап age-old advertising saw. But PHILATELY 


there is a striking difference in how family 
is portrayed to Asian America versus the 
national mainstream. Much of American 
advertising sees success reflected in the ur- 
ban, the fast-paced and, above all, the in- 
dependent individual. When families are 
shown together, they still maintain clearly 
separate agendas. In contrast, advertising 
to Asian Americans portrays the family as 
a commune, the focus of daily life. 

Ads often include grandparents, in def- 
erence to the elderly’s prominent position 
in Asian culture. Men and women in these 


commercials often assume traditional sex | 


roles. The Colgate toothpaste ad, which ad- 
dresses family health, speaks to mothers; 


the Metropolitan Life spot, focusing on fi- | 
nances, is aimed at fathers. Consider two | 


commercials for Budweiser beer. One on 
television is a typical pitch to mainstream 
America, a splashy affair with bikini-clad 
women playing on a beach with hand- 
some, tanned men. Drink Budweiser and 
you will be popular, attractive and fit, is 
the message. The other, a print campaign 
for Chinese Americans, makes a softer 
pitch, presenting the product as a social 
drink to enjoy with family and friends. 
There are no models and no surf. Its most 
provocative shot: a beer bottle and the slo- 
gan: “The King of Beers.” 

“Appealing to sex would be almost of- 
fensive,” explains Betty Lee Sung, chair of 





the Asian Studies department at City Col- | 


lege of New York. “Appealing to individu- 
alism would go against the grain.” Accord- 
ingly, when Chinese brewer Tsingtao en- 
listed New York agency Lee Liu & Tong to 
develop a television campaign for Chinese 
Americans, partner Jennie Tong knew 
what script would work. “In American 
beer commercials, all you see are really 
young people,” she says. “It’s this active 


lifestyle, almost like the beer connects them | 
all.” Lee Liu & Tong’s ad borrows judi- | 


ciously from that theme, set around a 
swimming pool party at a suburban Chi- 
nese-American house. But there any simi- 
larity to the mainstream stops. 


social gathering, not a raucous fraternity | 


bash. “Who are the decision makers in the 
house?” asks Tong. “It’s usually the 
mother, and you don’t want a product that 
offends her sensibilities.” 

In years ahead, assimilation will likely 
erode many of these prejudices, and with 


it advertising for Asian Americans is cer- | 


tain to change dramatically. Commercials 
may begin to air in English, with a more 
“American” voice that seems comfortable 
and familiar. These ads will speak directly 
to younger immigrants and American-born 
Asian Americans, for whom Asia is fast 
becoming the distant homeland of their 
parents and grandparents; special, but ulti- 
mately foreign. и 
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US honours 


(һе rooster — 
Stamp commemorates | 


ће Chinese New Year 4 


i 
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By Anthony Blass in Hongkong 
n his cramped and cluttered office, - 
I which is bigger than a broom closet | 
but only slightly, an overworked | 
Hongkong stamp dealer awaits his largest | 
order of US stamps in 12 years of philatelic | 
commerce. ] 
By the end of January the collector, | 
Desmond Lau, should receive 6,000 freshly | 


| minted US New Year's stamps emblazon- | 


ed with a golden rooster against a red | 
background. Each postmark carries two | 
Chinese characters confirming what the | 
picture implies: That 1993 is the Year of the | 
Rooster. It is the first-ever US stamp com- | 
memorating the Chinese New Year, which 
this year falls on 23 January, and interest | 
among Asian | 
collectors is . 
high. "They | 
will sell fast,” T 
predicts Lau. 3 
“In one day.” | 
Because | 
the US Postal | 
Service will circulate nearly 150 million | 
Chinese New Year stamps, Asian investors | 
know the 29-cent domestic postmark | 
promises little beyond aesthetic and senti- | 
mental value. But others believe its true | 
value is its diplomatic currency. ^I think | 
this is something the US Government has | 
learned from the Chinese,” said a Peking | 
scholar. “China has been doing this sort of | 
thing since the early 1970s, with its ping- | 


| pong diplomacy and its pandas." 
In the ad, young actors celebrate with | 
middle-aged couples, suggesting a friendly | 





China in 1980 first issued a stamp hon- | 
ouring the Year of the Monkey, followed 
in successive years by the 11 remaining ani- | 
mals of the Chinese zodiac. Japan, Hong- | 
kong, Taiwan and Thailand also release | 
similar New Year stamps. : 

Nearly three years ago, US postal | 
officials and a citizen's group began dis- 
cussing a commemorative stamp for Chi- | 
nese New Year. Various images were con- | 
sidered, including exploding fireworks, а | 
party hat with streamers and a baby tug- - 
ging at the beard of an old man. "There 
aren't a lot of images that represent the | 
new year," says Frank Thomas, a US Postal ? 
Service spokesman, “but the Chinese New _ 
Year is recognized." Any diplomatic | 
significance, he added, is merely coinciden- | 
tal. и 
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BOOKS 


Oh Hongkong! 


The Gwailo by Robin Blake. Viking, London. 
£15. 

1997 — A Conspiracy to Destroy Hong 
Kong by Brian Nicholson. Bear Books, 
Saffron Walden, Essex, England. £6. 15$12. 


‘Hongkong potboilers of the most hack- 
neyed kind require only a few ingredients 
thrown into the work: inscrutable triad 
hoodlums, sultry Asian houris, venal and 
louche expatriates and the redemptive 
presence of a gritty, incorruptible outsider, 
of a nationality suitable to the book's prin- 
сіра! audience. Stir-fry with some yarn 
about enemies within or without and you 
have the literary equivalent of the Chinese 
food sold at Western takeaways: authentic 
only to the ignorant or the undiscriminat- 

| ing. Faced with titles 
such as The 
Gwailo апа 
1997 — A Con- 
spiracy to De- 
stroy Hongkong, 
the reviewer's 
appetite is whet- 
ted to the same 
degree as that of 
a Chinese epicure 
confronted with 
cold | chicken 
chow mein. 

The | Gwailo, 
however, comes as 
a pleasant sur- 
prise. Its characters 
are hardly straight 
off the streets but 
neither are they the expected stereotypes. 

- Maurice Fielding is the eponymous gwailo 
(or white devil), who abandoned his fam- 
ily in England for some unspecified but 
disreputable work in Hongkong. Sim is his 
leather-jacketed, once-abandoned son lead- 
ing as raffish a life as a downbeat English 
village will allow. C. P. Cotton is an evan- 
gelist-entrepreneur, uncouth, misogynistic 
and ruthless. He's crazy, but not certifiably 
so, unlike his son Chuck. Ed Craike is a 
callused former paratrooper now operat- 
ing as a private investigator. Madeleine, his 
assistant, is a glamourpuss given to frisky 
thoughts. A Ministry of Defence office 
apparatchik slithers smugly in the back- 
ground. The Hongkong Chinese are mostly 
around for seduction and skulduggery. 

Maurice returns to England on a com- 
mission, murders the Hongkong Chinese 
daughter-in-law of the unsaintly evange- 
list and torches her cottage. The mystery is: 
did the old charlatan’s only grandson sur- 
vive the flames? Dirty work done, Maurice 

bowls along to pay a visit to his 
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underwhelmed son Sim. When Maurice 
disappears at the same time as the young 
child of a Chinese couple — owners, inevi- 
tably, of a takeaway — the locals do not 
need an abacus to help them put two and 
two together. From there, the interest 
sweeps to Hongkong, where Sim joins a 
posse of police, private investigators and 
assorted hoods on the trail of Maurice and 
his young captive, who may be the evan- 
gelist’s godson, or the ostensibly abducted 
child, or neither. A crisp style and a dense 
plot make The Gwailo an above-par thriller. 

Less assured and demanding is 1997. 
The author's fictional world is never more 
than monochromatic, and no stereotype is 
willingly passed up. The villain of the piece 
is a Hongkong Chinese entrepreneur 
whose hatred of the Peking communists is 
so intense that his charges infiltrate the 
Daya Bay nuclear plant in southern China. 
The intention is that nuclear energy will do 
for Hongkong what it did for the town of 
Chernobyl and its environs, and will thus 
deny Peking its lucrative prize. Mr 
Big has recruited to his cause an im- 
pressive roster from the upper 

reaches of the expatriate commu- 
nity. All have been compro- 
mised by commonplace foi- 
bles: the chief secretary, for 
instance, is afraid of a 
scandal when confronted 
by photographs of his 
wife in bed with two 
men, and a high court 
judge has to support 
an addiction to hal- 
lucinogenic drugs. 
Wooden char- 
acters spout 
wooden words. 
2 Everybody, from 
Brit to American to Chi- 
nese, communicates in a desic- 
cated sub-English vernacular that at times 
borders on the risible. One example will 
suffice: John Gunn, the sAs-trained would- 
be saviour of the territory, is lying in bed 
with a voluptuous Eurasian. She is explain- 
ing, between sobs, how she had found her 
boyfriend hanging by a rope outside their 
flat, after he had been tortured by elec- 
trodes to the genitals and injected with a 
dose of Aids-infected blood. Gritty Brit to 
bereaved partner: "You poor girl; you have 
had a rotten time. Now, what's it to be. 
Shall we stay here or would you like 
dinner at La Rose Noire." Stiff upper lip, 
girl. 

The book teeters on the brink of pueril- 
ity, but interest is salvaged by the author's 
cramming in of the action. Gritty Brit is 
unflinching as he stands between the terri- 
tory and oblivion. The bodies pile up faster 
than they would during a strike at a big- 
city mortuary. As the time ticks away, the 
most pressing question is not whether our 
hero will prevent a nuclear calamity. The 
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worry is whether there will be anybody 
left alive in Hongkong to celebrate this de- 
liverance. m Steven Proctor 


Steven Proctor is a thriller aficionado based in 
Hongkong. 





. . . . 
Dividing line 
The US-South Korean Alliance edited by 
Doug Bandow and Ted Galen Carpenter. 


Transaction Publishers, New Brunswick, 
New Jersey and London. US$32.95. 


The rumbling of change on the Korean 
peninsula is becoming a roar. With the es- 
tablishment of diplomatic ties between Pe- 
king and Seoul, South Korea has convinc- 
ingly ended the last vestige of its diplo- 
matic isolation. 

Once a US client state, South Korea is 
forging a more independent foreign policy 
epitomised by a US$3 billion loan package 
to Russia and the new relationship with 
China. The successful staging of the 1988 
Seoul Olympics and South Korea's subse- 
quent entry into the UN in 1991 marked its 
arrival as a full member of the international 
community. 

The policy of nordpolitik, or establishing 
relations with its long-time (ex-)communist 
adversaries, was originally intended to 
strengthen Seoul's position in dealing with 
North Korea. But the long-term result will 
be to give a reunified Korea some room to 
manoeuvre in a part of the world domi- 
nated by superpowers. 

Barring complete US disengagement, 
Northeast Asia will remain a place of in- 
tense interest for four of the world's most 
powerful nations — China, Russia, Japan 
and the US. Policymakers are grappling 
with what these shifts of the geopolitical 
tectonic plates mean in the real world of 
bullets, bombers and soldiers strung along 
the 47th parallel. 

Books can hardly keep up with the tide 
of changes pulling at the Korean peninsula, 
but this collection of essays marshals an 
impressive range of writers to look at some 
of the core issues for US foreign policy in 
the region: what is Washington's responsi- 
bility for guaranteeing peace on the Ko- 
rean peninsula and, by extension, through- 
out Northeast Asia? How is that role dif- 
ferent now that the region is richer and the 
US relatively poorer? Should the US play it 
safe and buy an insurance policy in Korea 
by keeping troop strength high, or should 
it look more closely at fiscal constraints and 
draw down its forces more rapidly? 

Given Doug Bandow's position as one 
of the leading proponents of quick disen- 
gagement from Korea, it is not surprising 
that this book is slanted toward an isola- 
tionist posture. Unfortunately, Bandow 
provides few specifics on how to proceed 
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if the North Koreans simply continue with 
their policy of "destructive engagement." 
While the North Koreans have become 
more eager to talk — even with their bitter 
enemies the Japanese — they seem to think 
that making concessions is something that 
only the other side should do. Meanwhile, 
the continuing secrecy surrounding their 
nuclear research programme provokes fear 
in the region. 

Other authors, including Kim Il Sung 
biographer Dae-sook Suh and long-time 
Asia watcher Selig Harrison, also argue for 
a sharply reduced American presence. 
North Korea is simply too weak militarily 
to pose a threat to South Korea anymore, 
they say. As a result, they believe that the 
US should sharply and unilaterally reduce 
its military presence, in order to save 
money and boost inter-Korean talks. 

To the editors' credit, however, con- 
tributors represent a wide spectrum of 
views on this prickly subject. Two well- 
known conservative voices, Daryl Plunk 
and James Gregor, argue that the US 
should move cautiously in withdrawing 
troops. Having come this far, they argue 
that it would be a mistake to reward North 
Korea in any way, given the country's 
record of violence and hostility toward 
South Korea and the US. 

These writers argue that the reduction 
of US troops in South Korea from 43,000 to 
37,000 and the announcement by Roh Tae 
Woo that there are no nuclear weapons on 
South Korean soil, are major peace offer- 
ings which deserve some reciprocal action 
from Pyongyang before further troop cuts 
can 

There are several other noteworthy es- 
says in this volume. Edward Olsen's pro- 
vocative contribution on what he terms 
South Korea's "comprehensive security" 
model, following the Japanese example of 
looking at security issues in broad political 
and economic terms, is worthwhile read- 
ing for anyone interested in exploring the 
implications of Seoul's increasingly asser- 
tive foreign policy. 

Olsen suggests that South Korea's ex- 
periments with multilateral security ar- 
rangements may make much of the cur- 
rent thinking on Korea — including the 
essays in this volume — seem academic by 
the end of the 1990s. Indeed, these articles 
were written at a time when Mikhail 
Gorbachev ruled a nation called the Soviet 
Union, and Pyongyang could still count on 
Moscow's support. 

Although other parts of this book are 
similarly anachronistic, it sets out the pa- 
rameters of the security issues that Seoul 
and Washington will be addressing at least 
until there are far-reaching changes in 
Pyongyang. m Mark Clifford 


Mark Clifford, the REVIEW's industry corre- 


spondent, wrote for the magazine from Seoul 
from 1987 to 1992. 
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Island ways 


Tu Galala — Social Change in the Pacific 
edited by David Robie. Bridget Williams 
Books, Wellington. A$24.95. 

Social Change in the Pacific Islands 
edited by Albert B. Robillard. Kegan Paul 
International, London. £35. US$59.50. 


These two books together provide 32 
chapters by 36 authors on social change 
and contemporary politics in some of the 
world's smallest states and last-remaining 
colonial territories in the Pacific. 

Inevitably the two books cover a 
number of common issues — the Bougain- 
ville conflict in Papua New Guinea, class 
and ethnic tensions in Fiji, the struggle for 
Kanak independence in New Caledonia 
and nuclear politics in French Polynesia. 
But the overlap is less than one might ex- 
pect; indeed they are very different books. 

That Social Change in the Pa- 
cific Islands is a 
scholarly volume 
is made clear in 
Albert Robillard's 
introduction, which 
states the position 
"that social change is 
isomorphic with the 
discourse or lan- 
guage that makes so- 
cial change a visible 
event, worthy of 
description, publica- 
tion and circulation,” 
and, decently, asks for 
“the indulgence of the 
[postmodernly] un- 
acquainted." 

The critical theoretical perspec- 
tive promised by the editor perme- 
ates much of the subsequent dis- 
cussion, though not always to the benefit 
of the analysis. In a chapter on Papua New 
Guinea (PNG), the authors employ the no- 
tion of modes of production to re-examine 
the processes of change during that coun- 
try's colonial and post-colonial history, 
concluding — unconvincingly to this re- 
viewer — that though "genuine class con- 
sciousness may be hard to discern,” the 
detailed study of class formation and ac- 
tion is the most crucial task for the future 
study of social change in PNG. Vijay 
Naidu's chapter on social change and the 
survival of neo-tradition in Fiji also uses an 
articulation of modes of production ap- 
proach, though the brief few paragraphs 
on the coups of 1987 do little to demon- 
strate the value of the approach in sorting 
out the mixture of class and ethnic divi- 
sions which produced the coups. 

Overall, Social Change in the Pacific 
Islands is a useful volume, if occasionally 
theoretically pretentious, and is likely to 
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continue to inform both Pacific island A 
cialists and comparativists for some time | 
to come. It must be said, however, that of | 
its 16 contributors only one is a Pacific B 4 
lander. 

In contrast, the contributors to Tu сайа. ; 
are predominantly Pacific peoples, іп most | 
cases activists, campaigners and writers | 
who have been in the vanguard of change і 
in the Pacific. Appropriately, the book was - 
funded, through the Pacific Development | 
and Conservation Trust, from money paid | 
by France to the New Zealand Government 
as compensation following the sinking of | 
the Rainbow Warrior in Auckland Harbour. 

In consequence, Tu Galala is at least as ) 
valuable as a collection of statements by | 
activists as it is for its more general analy- | 
sis. Among the general chapters, those on | 
“chiefs and commoners” (in Fiji), on - 
women in post-coup Fiji, and on “reclaim- 
ing our cultural memory” (Western 
Samoa), are reflective and informative. | 
Others, on “Indonesian colonialism,” the 
Philippines, Belau (a territory con- | 
spicuous by its virtual absence 

from the Robillard volume), the 
environment, Bougainville and 
Tahiti contain useful information. 
But much of the | 
writing is superfi- | 
cial, moralising | 
and littered wit 
the cliches of "US 
imperialism,” “low | 
‚ intensity conflict,” _ 
“neo-colonialism” = 
and зо on. E. 
In some cases "m 
effect of reducing a | 
complex situation to | 
a few relatively black- | 
and-white proposi- | 
tions is more mislead- | 
ing than informing. | 
There is a growing. 3 
genre of writing about | 
social conflict which seems to see the de- | 
tailing of atrocities as a substitute for at- | 
tempting to explain (and perhaps thereby | 
help remove) the frequently complex bases | 
of conflict. Unfortunately, several contribu- 
tors seem to be steeped in that emerging 
tradition. To a certain extent this is ac- 
knowledged in the volume: the afterword _ 
frankly admits: “This is a polemic.” 

If Tu Galala is not exactly cheerful read- | 
ing then perhaps it has served its purpose. 
As Indo-Fijian-New Zealand journalist Ri- 
chard Naidu writes: “There is the notion . 
that the region is so laid back and relaxed | 
that nothing very evil happens here . . . | 
Exploding the myths really goes only to | 
show that Pacific people are no different | 
from the rest of the world's people." 5 

ER. J. May 


R. J. May works at the Research School of РЕД 
cific Studies, Australian National University. | 
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Big banks in Japan are reluctant to bail out small banks. 


t e 
T On life-su 


BANKING 


Japan's financial crisis has entered a new phase, forcing the central 
bank to increase its support for small institutions. Expect more rescue 


operations in the future. 


By Jonathan Friedland in Tokyo 
n the West, banks that fail are often 
allowed to go under. Japanese au- 
thorities prefer instead to provide a 
steady drip of liquidity, allowing 
lenders near death to hang on. 

The ranks of the comatose are growing 
in Japan. Several small banks are haemor- 
rhaging deposits, and in recent weeks have 
been denied access to short-term funding 
in the money market. As a result, Japan's 
lender of last resort, the Bank of Japan, is 
intervening directly to provide them with 
life-sustaining liquidity. 

The developments mark a new phase 
in Japan’s banking crisis, itself a corollary 
to the economic slowdown that began with 
the bursting of the late-1980s speculative 
“bubble” and the subsequent plunge in 
land prices. 
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Over the past month, two secondary 
regional banks, Kobe-based Hyogo Bank 
and Tokyo-based Taiheiyo Bank, have 
tapped the central bank for extraordinary 
lines of official-discount-rate financing. 
Several other small banks may be forced to 
follow if the drain on their deposits per- 
sists. These include Wakayama-based 
Hanwa Bank, Miyagi-based Tokuyo City 
Bank, Osaka-based Fukutoku Bank, Bank 
of Osaka and Bank of Kinki. 

With assets of ¥3.9 trillion (US$31 bil- 
lion) Hyogo is the largest of the secondary 
regionals. This would make it the same size 
as DBS Bank in Singapore. 

In the past, the central bank has opted 
not to support ailing banks directly, rely- 
ing instead on the 11 city banks — the 
country’s largest commercial banks — and 
the three long-term credit banks, which 
often hold equity stakes in smaller institu- 
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tions, to provide the financing necessary to 
resuscitate them. The bigger banks are 
now, however, facing serious bad-debt 
problems of their own. They are increas- 
ingly reluctant to take part in expensive 
rescue operations for which they receive 
little in return. 

Officials at the Bank of Japan and Min- 
istry of Finance claim that the problem is 
manageable. They ascribe the drop in de- 
posits primarily to corporate customers 
using savings, rather than borrowings, to 
fund operations. Deposits at Taiheiyo and 
Hyogo fell 27% and 17%, respectively, be- 
tween the end of March and the end of 
September. 

“There is no real uncertainty on the part 
of depositors,” says Makoto Utsumi, sen- 
ior adviser to the Ministry of Finance. 
“Japanese savers aren’t worried about their 
deposits being discounted.” 

Independent analysts are not convinced 
by this, however. They believe corpora- 
tions are jerking deposits from these ailing 
institutions because they are sceptical 
about their continued solvency. In Japan, 
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deposits are insured to a maximum of only 
Y10 million per account. 

Compounding the problem of depart- 
ing deposits has been an increasing reluc- 
tance on the part of institutional investors 
to purchase certificates of deposit issued 
by these banks or to lend them unsecured 
funds in the call market. Sources at Japan's 
six tanshi, or interbank brokerages, say that 
on several occasions troubled banks have 
been denied financing, forcing them to ap- 
peal directly to the Bank of Japan. 

The rise in funding costs is particularly 
painful because it has come as secondary 
regional banks are increasingly dependent 
on the call market, a key source of short- 
term funds, to fund their operations. 

“For the first time ever, the call market 
is differentiating between good banks and 
bad banks,” says a senior money-market 
source. He adds that troubled secondary 
regional institutions have for several 
months paid 10-20 basis points more than 
their healthier peers to win overnight fi- 
nancing. All secondary regional banks 
have been paying 30-50 basis points more 
than city banks for call money since the 
1991 Toyo Shinkin affair, in which a small 
Osaka-based bank lent sums greater than 
its total deposit base to stockmarket specu- 
lator Nui Onoue. 

Call-market borrowing by these institu- 
tions soared 3.6 times in 1992 to a total av- 
erage balance outstanding at the end of 
December of a record ¥713.4 billion. What 
is more, the percentage of call-market bor- 
rowings secured by collateral increased 2.5 
times in December alone, indicating that 
money-market participants, such as invest- 
ment trusts, will not provide funds with- 
out receiving liens over bonds and notes in 
return. 

The growing reliance on the call market 
has come about for two reasons. The first 
is an end to the double-digit annual de- 
posit growth enjoyed by the 66 secondary 
regional banks throughout most of the 
1980s. Deposits at the end of November 
were down slightly year on year, a phe- 
nomenon seen among most categories of 
Japanese banks. 

The second is the gradual deregulation 
of deposit rates, under way since Novem- 
ber 1991, which has made secondary re- 
gional bank certificates of deposit less at- 
tractive to buyers. The number of outstand- 
ing CDs issued by the secondary regional 
banks is off sharply from ¥2.5 trillion at the 
end of 1991 to ¥1.4 trillion at present. 

The core problem facing the secondary 
regional banks, says Moody's Japan assist- 
ant vice-president Shinji Okabe, is "that 
their operating franchise is very weak 
nowadays.” Known until 1989 as sogo 
banks (the name change was part of an 
effort to strengthen them for stiffened com- 
petition), they are the Japanese equivalent 
of US savings-and-loan institutions. Sec- 
ondary regional banks have traditionally 
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plied a local trade, lending to small busi- 
nesses and retail customers. 

The 1980s "bubble" and deregulation 
changed all that. Many of the secondary 
regional banks, particularly those based in 
and around Tokyo and Osaka, became big 
lenders to property developers. They also 
ventured abroad, becoming creditors to 
such ill-starred customers as the Toronto- 
based Olympia & York property group. 
Several also punted excessively in the share 
and bond markets, both at home and over- 
seas. 

The secondary regional banks also al- 
lowed a proliferation of non-bank affiliates 
to set up under their banner. Hyogo Bank's 
10 non-bank affiliates, for instance, bor- 
rowed ¥1.6 trillion to engage in stockmar- 
ket and property speculation. Hanwa 
Bank's two main charges, Hanwa Lease 
and Hanwa Finance Guarantee, also bor- 
rowed heavily to fund real-estate opera- 
tions. 

While the secondary regional banks 
were reaching for the sky, the bigger banks 
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began moving into the smaller banks' turf. 
Compounding the difficulties of the 
smaller banks was interest-rate deregula- 
tion, which forced them to offer high yields 
to attract depositors, only to discover that 
in many cases they could not afford to pay 
such generous rates because competition 
had lowered lending rates. 

“Тһе role of banks in the Japanese 
economy is shrinking, but their capacity 
still remains significant," sums up Okabe. 
^And the weaker institutions suffer most 
in such an environment." 

In the past, whenever a smaller bank 
came close to hitting the wall, the Bank of 
Japan and Ministry of Finance would ar- 
range for it to be absorbed by a healthier 
institution. When business was booming, 
larger banks did not mind doing so be- 
cause it gave them access to branch licences 
on the cheap. At their peak in 1989, branch 
licences in Tokyo cost Y150 million apiece. 
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Take the case of Taiheiyo Bank. When it. 
first faced a cash crunch six years ago, four | 
major city banks fought for the right to res- | 
cue it in the hope of snaring control of "n. 
43 branches in the Tokyo area. But talks on. 
a merger were inconclusive. 

In the meantime, Taiheiyo's woes have | 
deepened considerably. A factoring com- | 
pany established three years ago with loans | 
from four city banks — Sanwa, Fuji, Tokai | 
and Sakura — has been unable to sell E 
down the estimated ¥100 billion in real-es- | 
tate collateral purchased from Taiheiyo in 
a bid to clean up its balance sheet. In De- 
cember, Taiheiyo borrowed another Y60. 
billion from the four banks and announced + 
a new restructuring plan in which it aims | д 
to sell most of its branches piecemeal by | 4 
the end of 1993. 3 

Direct central-bank lending to Taiheiyo, | 
which has apparently reached Y60 billion, | 
is designed as an inducement to make the i 
restructuring work. “The Ministry of Fi- 3 
nance doesn't want to see people bringi A 

3 


4 
р 


back their money to Taiheiyo Bank," says | 
Salomon Brothers analyst Alicia Ogawa. 
“They want to boil it down, sugar-coat it 
and fob it off on whomever they can." 

To date, about ¥8 billion from the cof | 
fers of the Japan Deposit Insurance Corp. | 
has been used to smooth such mergers. In. 
the case of Ehime Prefecture-based Toho | 
Sogo Bank, deposit-insurance funds were | 
lent to a neighbouring regional lender, [уо | 
Bank. The deposit scheme recouped the 
money when Iyo sold off some of Toho 
Sogo's branch licences; which the Ministry | 
of Finance made more áttractjve by allow- | 
ing them to be transferred to ‘Tokyo. 

Ministry of Finance officials note that | 
deposit-insurance funds have never been | 
used actually to repay depositors since the | 
corporation was established in 1971. They 
point this out, in part, because the fund | 
currently stands at around ¥160 billion, ап | 
amount that could be exhausted by the fail- 
ure of even one small institution. 

“We can cope with these problems | 
through the traditional Japanese method of 
conflict resolution," argues Eisuke | 
Sakakibara, the deputy director general of - j 
the ministry's international finance bureau. | 
“Тһе pattern is negotiated settlement, not | 
litigation; bail-outs, not bankruptcy." 

Still, it is apparent that this lowest-com- 
mon-denominator approach — propping 
up banks no matter how weak in the hope 
of eventually merging them — will increas- | 
ingly hurt profits of all Japan's banks. In 
the year to 31 December, lending by banks | 
to troubled customers, which include other A 
banks, at or near the official discount rate ) 
rose by 400% to ҰЗ.7 trillion. 

In the end, say analysts, there is little | 
doubt that more mergers will occur, par- | 
ticularly among the smaller banks. One | 
such merger is slated for 1993 already, be- | 
tween Ugo Bank and Akita Akebono Bank | 
in northern Japan's Akita Prefecture. " 
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CURRENCIES 


Famine amid feast 


-Hard-currency shortage hurts firms in China 





_ By Henny Sender in Peking i 


\ ere's a Chinese conundrum: what's 

H the connection between a burgeon- 

ing trade surplus and the availabil- 

ity of the dollars that surplus earned? An- 
.Swer: not much. 

| Peking chalked up a current-account 
surplus of US$9.5 billion in 1992, so for- 

| eign exchange should be plentiful. But for- 

_ eign businessmen trying to buy dollars at 

_ the country's swap markets report just the 
opposite. Equally frustrating is the down- 
ward course of the renminbi. Instead of 
| strengthening to reflect Peking’s healthy 
"trade position, it continued to slide 
- throughout 1992. 

. The two trends are beginning to hurt. 
Without dollars, China’s influx of foreign 

_ investors are finding it difficult to import 

. machinery and raw materials. And profits 
— should they be lucky enough to make 

апу — are worth less when converted into 

_ foreign currency. 

— “Since November, we have had a hard 
time obtaining foreign currency at all," la- 

_ ments the American executive director of a 
_ joint-venture auto maker. “And when we 
| try to talk to [the central bank] about 
what's going on, it's like trying to hug a 

_ marshmallow.” 

— The renminbi fetches about Rmb 7.70 
to the US dollar at swap centres, the local- 
| ised foreign-currency markets that China 

~ set up in the late 1980s. This is a sizeable 
discount to the renminbi’s official rate of 
Rmb 5.75. 

= Just why this should be so is unclear. 

| With foreign reserves of more than US$45 
“billion by some estimates, the economy is 

- hardly as vulnerable as the central bank — 

һе People's Bank of China — professes. 
-. Nor, despite various structural problems, 
is the economy weak enough to explain 

_ the currency's decline, both against the US 
dollar and the yen. To many observers, the 
trend indicates an official currency policy 

- driven by a selfishness that the size of Chi- 

-na's economy no longer justifies. 

_ "We think it very strange that the Chi- 

_ nese currency should be depreciating,” 

“says a Japanese diplomat. “It should be 
stronger." 

A study conducted last year by the Fed- 
eral Reserve Bank of New York suggests 
that Peking is deliberately pushing its cur- 
rency lower to boost its exports. The US 
Government has come to similar conclu- 
sions. In May, US officials criticised Pe- 

_king’s competitive trade policies at the 
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Asian Development Bank's annual meet- 
ing in Hongkong. December brought simi- 
lar allegations in a half-yearly report by the 
US Treasury Department. And the Com- 
merce Department has also weighed in, 
recently claiming that "China has pursued 
a policy of beefing up its foreign exchange 
reserves." It noted that China had man- 
aged a "remarkable" turnaround in its cur- 
rent account. Peking ran a surplus of 
US$11.9 billion in 1990 and US$122 billion 
in 1991 after recording a deficit of US$4.3 
billion in 1989. 

Yet Chinese central-bank officials dis- 
miss such attacks. "It is natural for the ren- 
minbi to lose value," says Xiao Gang, vice- 
director of policy research at the People's 
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Bank. "Imports are increasing too substan- 
tially. The speed is excessive. Our imports 
increased 23% [in 1992], while our exports 
have only increased 18%.” 

At the same time, China's foreign re- 
serves have been rising: their current level 
of US$45 billion compares with just US$15 
billion at the end of 1989. But there is no 
likelihood that the People's Bank is ready 
to let the currency float just yet. "Our 
economy is not so well developed," says 
Xiao. Convertibility should be a long-term 
target for reform, he adds, but "if we adopt 
a convertible currency now, we would 
worry about capital flight." 

In the meantime, harassed businessmen 
can do little to protect their ventures from 
currency movements. There is no way for 
them to hedge their exposure given that 
the Bank of China, the country's special- 
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ised foreign-exchange bank, does not offer 
forward contracts. 

Nor can foreign banks offer much com- 
fort to their harried clients. Late last year, a 
Japanese banker who called on the State 
Administration for Exchange Controls — 
the division of the People's Bank that deals 
with such matters — was told that the only 
way for Japanese companies to obtain for- 
eign exchange was to export. 

This causes particular problems for the 
Japanese, who generally prefer to sell to 
China rather than invest there. Moreover, 
agreements specifying that Japanese capi- 
tal goods will be paid for at least partially 
in hard currency have been routinely ig- 
nored. 

"The Chinese side tells [Japanese firms] 
that they will only pay in renminbi because 
foreign exchange is too expensive," says 
the Japanese diplomat. At the same time, 
some quasi-official Chinese bodies are bill- 
ing Japanese firms in US dollars for serv- 
ices rendered (though they cheekily add 
that they will accept Hongkong dollars at a 
pinch). 

There are other channels by which to 
obtain foreign exchange, but they have 
their drawbacks. One Shanghai company 
confided to an analyst that it made fat prof- 
its from on-lending — illegally — the for- 
eign exchange it pulled in from a recent B- 
share issue. Various non-banks can also be 
induced to make foreign exchange avail- 
able. But foreign bankers hesitate to refer 
clients to them, considering them to be too 
risky. 

China's swap centres were originally 
established precisely to smooth such cur- 
rency dealings. But they have not worked 
out all that well. There are dozens of local 
swap markets, but no arbitrage between 
them. If one area has more foreign ex- 
change than it requires, it is reluctant to 
release it to another region. 

Such local protectionism limits the ef- 
fectiveness of the swap concept and im- 
pedes development of a truly national 
interbank market for purely domestic cash 
transactions. 

One result is the return of the black 
market. The astute bargainer will imme- 
diately demand (and receive) a 25% dis- 
count for hard currency. This practice, 
which was widespread in the late 1980s, 
disappeared with the clampdown that be- 
gan in the spring of 1989 but has now re- 
turned with a vengeance. 

Foreign businessmen should not expect 
relief any time soon. Imports are expected 
to continue growing rapidly, which sug- 
gests that foreign exchange will remain 
scarce. And as long as the Chinese authori- 
ties fear capital flight, it is unlikely that 
Peking will allow the renminbi to become 
freely convertible. That type of bold move 
will have to await a safe political transition 
after the death of paramount leader Deng 
Xiaoping. н 
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Сап you paint а Automobiles affect the environment long before they take to the road. Spray 
car with 90% 
water and still get а famous car maker insisted on reducing solvent content significantly. But 


painting can contaminate the air in car plants. That's why the engineers of 


a better finish? they wanted a safer, more efficient application technology, too. ABB 


Yes, you can. 


designed and installed an advanced system which scrubs recirculating air clean of 
paint residue and recycles it. This complex environmental control system has reduced 
solvent emissions by about 1.4 kilograms per car, without compromising paint 
finish quality. 

ABB also serves the automotive industry with robotic systems, drives, Quintus 
fluid cell presses and test rigs. As a leader in electrical engineering for industry and 
transportation, and in the generation, transmission and distribution of power, ABB is 
committed to industrial and ecological efficiency worldwide. We transfer this 
knowledge across borders with ease. But in each country ABB local operations are 
decentralized and flexible. That means we are close at hand to help our customers 
respond swiftly and surely to technological challenges which stretch the limits of 


the possible. Like producing a better paint finish with less solvent. 


ABB Holding Ltd., Reader Services Center, G.P.O. Box 448, Hong Kong А H H 
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Citic employees must now contemplate life after the Deng-Rong connection. 


COMPANIES 





Middle of the kingdom 


China International Trust & Investment Corp. is driving the country's 
economic development. But the sprawling conglomerate may soon have 
to cope with the retirement of its founder. 


By Tai Ming Cheung in Peking 


They might as well call it the 

Tower of Power. Here in the 

brand-new, 52-storey Capital 

Mansions Building, Rong Yiren 
presides over China's most spectacular eco- 
nomic success story of the past decade. Not 
bad for a man who languished in political 
disgrace only 25 years ago as a "capitalist 
roader." 

Rong's empire is the China Interna- 
tional Trust & Investment Corp. (Citic). 
Founded in 1979 with a Rmb 30 million 
(US$5 million) government handout, Citic 
today is a Rmb 45 billion powerhouse com- 
prising nearly 30 subsidiaries, affiliated 
companies and banks in China and around 
the world. As Peking has opened its 
economy and pursued free-market policies, 
Citic has stood firmly at the forefront of 


48 


China's economic development. 

Rong's business acumen and extensive 
political connections have turned Citic into 
a symbol of China's growing financial clout 
and international sophistication. Now, 
though, Citic faces one of its biggest chal- 
lenges yet: the impending retirement of the 
76-year-old Rong. In recent months, the 
REVIEW has learned, Rong has told associ- 
ates that it is time for an infusion of 
younger blood at the top of Citic. Staff 
members suggest Rong is in line for a top 
government position — perhaps deputy 
state president — when the National Peo- 
ple's Congress, China's parliament, meets 
in late March. Rong already is a vice-chair- 
man of the parliament's Standing Commit- 
tee. 

The departure of a towering figure like 
Rong would be traumatic for any com- 
pany. For Citic, it represents an especially 
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severe test as the company seeks to take 
advantage of a more free-wheeling eco- 
nomic climate. Citic wants to refocus its 
priorities towards more profit-making op- 
erations, particularly in financial services, 
trading and property. Yet the government 
has saddled Citic with loss-making state 
enterprises to turn around. Perhaps that is 
a tribute to Citic's managerial expertise, but 
those economic turkeys are a heavy drag 
on its profits. 

Moreover, some analysts think Citic has 
grown too rapidly and has been too indis- 
criminate in its choice of business ventures. 
"Excessive growth rates are not welcome 
and call into question whether Citic has the 
ability to competently handle this," says a 
Peking-based foreign banker. 

Over the years, Citic has enjoyed an ar- 
ray of special privileges, such as the right 
to set up its own bank and considerable 
freedom to borrow abroad. In true capital- 
istic fashion, Citic now will face competi- 
tion; those perks are being given to other 
state enterprises as well. And with a boom- 
ing economy and growing competition for 
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top-quality managerial talent, Citic may 
find it difficult to attract or keep some of 
its best people because of the low wages it 
pays as a state enterprise. The government 
has relaxed this restriction, but Citic insid- 
ers say a small but growing number of 
middle-level managers are leaving. 

If any of this is causing Citic officials to 
lose sleep, they are not letting on. Exten- 
sive interviews with Citic managers — as 
well.as with outsiders — suggest that the 
company's future is secure. Citic President 
Wei Mingyi confidently expects double- 
digit growth for the rest of this decade. He 
estimates that Citic's total assets will reach 
Rmb 60 billion by 1995 and Rmb 120 bil- 
lion by the end of the decade. These pro- 
jections are 20% higher than targets drawn 
ир a year ago, when the economy was just 
emerging from a two-year retrenchment. 

Pie in the sky? Not according to many 
foreign bankers, business consultants and 
diplomats. They are convinced Citic will 
meet its goals in light of the relaxation of 
stultifying controls. For instance, the State 
Council in August granted Citic autonomy 
ю borrow and invest without having to 
зек official permission — provided the 
»rojects do not exceed Rmb 200 million for 
lomestic activities or 175930 million 
or foreign undertakings. Citic offi- 
tials say it took so long to get ap- 
жоуа! that they sometimes missed 
leadlines, lost deals or had to rene- 
zotiate. 

"They already have the prestige, 
he connections and the expertise," 
ays one Peking-based China con- 
sultant. “Now they also have the 
ight business environment." 

Indeed, a better climate is likely 
0 be the driving force behind Citic's 
srowth. The conglomerate is leading 
he charge for economic reform fol- 
owing the endorsement of patriarch 
Jeng Xiaoping’s capitalist-style poli- 
jes at the 14th Communist Party 
-ongress last October. 

Yet a question mark hangs over 
Лас. What happens when Rong 
;оеѕ? And not only is Rong nearing 
etirement, but so is his small coterie 
X old Shanghai associates who run 
nany of Citic’s subsidiary com- 
"anies. 

Rong's intimate ties with the rul- 
ng elite have been a key ingredient 
'ehind Citic’s success. Although а 
ion-communist, he has been close to 
he Peking power centre ever since 
'eing politically rehabilitated in the 
ate 1970s. Rong was born into a 
vealthy textile family near Shanghai 
ind had been vice-mayor of Shang- 
ші and vice-minister of the textile 
ndustry in the early 1960s. He was 
urged during the Cultural Revolu- 
ion and made to haul coal. 

He returned to favour when Deng 
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asked him іп January 1979 to explore ways 
to bring in capital and technology to help 
China's modernisation drive. Rong came 
back a month later with the suggestion to 
form Citic. He is widely credited with turn- 
ing Citic into the sprawling multibillion- 
dollar business empire that it is today. A 
foreign businessman says simply: "He is 
Mr Citic." 

But perhaps not for long, according to 
the rumours swirling around inside the 
company. А leading contender to take over 
from Rong is Wang Jun, a Citic vice-presi- 
dent (see accompanying story). Wang, 51, is 
the son of Wang Zhen, China's deputy 
president. The elder Wang is an important 
ally for Citic, as he is regarded as a tough 
arch-conservative who might otherwise be 
uncomfortable with Citic's overtly capital- 
istic ways. With his family connections, the 
younger Wang is seen as having the inside 
connections to take over successfully from 
Rong. 

Whoever gains the top job will inherit 
many of the ties that Rong has built with 
China's ruling elite over the past dozen 
years. These leadership ties have also 
helped Citic carve out a special relation- 
ship with the government. All state-owned 
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enterprises belong to a “mother-in-law”. 
ministry or commission. In theory, Сібе 
should report to the National Administra- 
tion of State Property, a lowly body under 
the State Council, says Pi Shenghao, 
deputy director of Citic Research Interna- 
tional, which produces in-house research 
for the senior management. But because of 
its high-profile status, Citic deals directly 
with the State Council's general office, par- 
ticularly with its general secretary, Luo 
Gan. This puts Citic on the same adminis- 
trative standing as government ministries, 
giving it much more clout than other state 
companies. 

But Citic's privileged status may not last 
much longer. When Deng visited the Pe- 
king Capital Iron & Steel complex in May, 
senior company officials asked for greater 
autonomy and the right to engage in a © 
broader range of business activities. Shortly = 
after that, the State Council gave Capital: 
Iron permission to set up its own banks ій 
China and Hongkong. | 


Citic executives do not appear worried | 


about the erosion of the company's privi« ^ 
leges or the increased competition. "We .: 
already have intense competition in 
various sectors, including banking, real 
estate, hotels and tourism. This is 
very healthy," asserts Citic President 
Wei. 

While Citic can decide on indi- 


2 
8 
pi 
ај 
х 
С 


200 million without official approval, 
it often has to defer to Peking when 
making strategic decisions on which 
sectors of the economy to concentrate 
its attention. 

Citic is particularly eager to ex- 
pand into the real-estate markets in 
the high-growth coastal provinces 
and special economic zones. It has 
been especially active in such areas 
as Ningbo in Zhejiang province, 
Dalian in Liaoning province, Tianjin 
and Shanghai. 

Enhanced autonomy is likely to 
reinforce Citic's reputation within lo- 
cal and foreign business circles as 
one of China's most efficient and 
savvy companies. "While the vast 
majority of Chinese companies work 
at a snail's pace, Citic acts quickly 
and professionally. They are ap- 
proachable and accessible," says a 
foreign banker who has worked with 
Citic on several loan sydications. 

However, only some 100 of Citic's 
370 domestic ventures are in the ar- 
eas it finds most attractive: financial 


More than half are in things like 
power stations, mines and railways. 

That, of course, reflects Peking's 
priority in developing the country's 
backward infrastructure. But few of 
these projects are profitable because 
of state-imposed price controls. A 
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power station in Ligang, for example, sells 
its electricity below production costs. As 
compensation, the government supplies 
cheap coal to Citic, which is allowed to 
resell it abroad at higher prices. 

Citic's biggest headache has been the 
No. 541 machinery plant. Peking gave the 
enterprise to Citic in 1988 and told it to 
convert the huge tank-manufacturing mili- 
tary complex in Shanxi province to civilian 
production. But official restrictions prevent 
the dismissal of the plant's 20,000-strong 
workforce and Peking has decided that 
renovation of the plant's obsolete machin- 
ery would not be worthwhile financially. 
Result: an open-ended economic burden 
for Citic. "If we were asked again to take 
on projects like 541, I would say no,” Pi 
says. 

Yet Citic's management takes a philo- 
sophical view towards shouldering these 
obligations. “What China needs, Citic will 
do, even though we are aware that this 
sometimes might not be profitable," says 
Pi. “Our top priority is not to make money 
but to ensure China's economic well-be- 
ing." However, he adds 
“making good economic re- 
turns is also important." 

That may be difficult to do 
in some cases. Citic has had 
to provide substantial 
amounts of loans to keep 
many projects afloat. And 
Citic executives fear that 
many of these loans will not 
be repaid. “This is an acute 
problem,” a Citic official con- 
cedes privately. 

Despite the problems with 
these economic losers, Citic 
posts healthy profits because 
of the strength of other parts 
. of its empire. Wei estimates 

profits for 1992 were about 
the same as in 1991, when 
Citic earned Rmb 368 million 
before taxes on revenue of 
Rmb 3.2 billion. Among the 
corporation’s top performers are its bank- 
ing, real estate, trading and Hongkong sub- 
sidiaries. 

Wei says many Citic enterprises fell into 
serious financial straits in 1989 when banks 
drastically cut their lending following the 
government's introduction of a severe aus- 
terity programme. To help offset a shortfall 
from state banks, Citic Industrial Bank, a 
subsidiary, substantially increased its 
loans. 

By the end of 1991, Citic still had more 
than Rmb 19 billion owed to it, accounting 
for 42% of its total asset base. More than 
90% of these loans are short-term credits 
and most of the debt is held by Citic Indus- 
trial Bank. 

Citic is also a major capital-markets bor- 
rower and is one of China’s main vehicles 
for raising funds from private sources 
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abroad. It also has been particularly active 
in the Tokyo, Hongkong and London capi- 
tal markets. More than two billion dollars 
have been raised from bond issues since 
Citic's first foray іп 1982. Company offi- 
cials say they are actively looking to issue 
more bonds in Japan within the next few 
months. Citic’s foreign liabilities from bank 
loans and bond issues total US$2.5 billion, 
Wei says. 

The company made US$500 million in 
debt repayments last year and will pay 
back a similar amount this year. “We are 
now in our peak repayment period," says 
Pi. For his part, Wei says, "We have al- 
ways paid back promptly and have 
established a very good name internation- 
ally." 

“Even so, some foreign bankers and busi- 
ness consultants wonder whether the state 
will stand behind Citic’s debts if something 
goes wrong. “With the large size of loans 
and other financial ventures that Citic un- 
dertakes, if the company gets into trouble, 
will the government step in to provide fi- 
nancial support?” asks one American 





Citic’s ‘tower of power’ dominates the Peking landscape. 


banker. “We have asked this but no one 
has been able to answer this clearly.” 

Not to worry, say Citic executives. “As 
the government owns us, it will also sup- 
port us if we were to meet with any seri- 
ous problems,” Pi says. But, retorts one for- 
eign banker, “We wish that this would be 
written down and legally binding, rather 
than just a promise.” 

Nobody is predicting that Citic will run 
into serious problems. Despite Rong’s im- 
pending retirement and the challenges of 
running a sprawling financial dynasty, 
Citic executives know they have the sup- 
port of China’s leaders, wide-ranging au- 
tonomy, a bankable financial reputation 
and an experienced team of top managers. 
China’s new money mandarins hope this 
15 а sure-fire recipe for continued economic 
success. u 
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Crown jewels 


polished 


Citic flexes muscle 
outside China 


Citic Pacifics announcement 

on 7 January that it was issu- 

ing HK$7.2 billion (US$930 

million) of new shares to fi- 
nance a major buying spree highlights the 
growing international financial muscle and 
activities of China International Trust & In- 
vestment Corp.'s (Citic) empire. 

As one of China's principal vehicles for 
raising foreign funds and acquiring tech- 
nology to assist in the country's economic 
development, Citic has been aggressively 
building up its international presence. 
While it has had a good track record in 
playing the international financial markets, 
its involvement in industrial ventures has 
been less accomplished. 

Citic Pacific is the listed arm of Citic 
Hongkong, a subsidiary and crown jewel 
of the Peking-based conglomerate's over- 
seas operations. Its latest share offering will 
finance the acquisition of its parent compa- 
ny's 12% stake in Hongkong Telecommu- 
nications, the colony's telecoms monopoly. 
The offering will also finance a 50% share 
in a power station in Henan province a 
66% stake in the second phase of the 
Ligang power station in Jiangsu province 
and a 20% stake in a chemical waste plani 
in Hongkong. 

The share placement will boost Citic 
Pacific's market capitalisation to more than 
HK$24 billion, making it one of Hong- 
kong's 20 largest companies. Of the 551.8 
million new shares being offered, only 
134.4 million will be sold to the public. The 
rest will go to Citic Hongkong, Kerry Trad- 
ing — owned by Malaysia’s Kuok family 
— and other parties with close connections 
to Citic, including Hutchison Whampoe 
chairman Li Ka-shing. The transaction wil 
boost Citic Hongkong’s stake in Citic Pa- 
cific to 46% from 43% 

This latest deal represents a growing 
convergence of interests between Citic 
Hongkong and its Peking parent, as the 
Hongkong subsidiary apparently tries tc 
expand its investments on the mainland 
Besides these new power-plant projects 
Citic Hongkong already owns the firs’ 
stage of the Ligang power station develop 
ment, and also has been investing in rea 
estate, transport and other projects ir 
Shanghai, Hainan island and other cities ir 
China. 

Citic Hongkong’s investments in the 
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colony have been transferred steadily to 
Citic Pacific. Market analysts expect that 
the former eventually will become a hold- 
ing company, with Citic Pacific being the 
investment vehicle. Yet some analysts won- 
der whether the Hongkong Telecom deal 
represents a retreat in Citic Pacific's efforts 
to become a more dynamic, active con- 
glomerate. Growth prospects for Hong- 
kong Telecom considerably lag some other 
Citic businesses. Citic Pacific's other acqui- 
sitions include a 12.5% share in Cathay 
Pacific, a 46.2% stake in Dragonair, and 
100% of Hang Chong Investment Co. 

Citic Hongkong managing director 
Larry Rong, son of Citic founder Rong 
Yiren, has said that he runs the subsidiary 
with a substantial degree of autonomy 
from Peking, including overall control of 
daily decision-making and a key role in 
deciding the company's long-term invest- 
ment strategy. Wang Jun, Citic vice-presi- 
dent and also chairman of Citic Hongkong, 
says that the parent corporation has lent a 
total of HK$4 billion to Citic Hongkong, 
which was then passed onto Citic Pacific. 
But he adds that “Citic Hongkong does not 
need much money from Peking. It has the 
ability to raise funds itself locally." 

Citic’s operations in Hongkong are 
among the most profitable parts of its em- 
pire. Citic Pacific's profits totalled НК%407 
million in 1991 and are estimated to have 
jumped to more than HK$1.6 billion in 
1992. Citic Hongkong's profits in 1991 are 
estimated to have been around US$77 mil- 
lion. Citic President Wei Mingyi says that 
10% of the conglomerate's consolidated 
profits in 1991, which was Rmb 368 mil- 
lion, came from its Hongkong subsidiary. 

By comparison, Citic's other foreign 
ventures have performed less well. In 1988, 
Citic purchased a steel mill in Delaware in 
the US with an annual capacity of 240,000 
tonnes. But the mill has been a heavy 
money-loser following serious labour prob- 
lems and the recession in the US. Other 
Citic foreign operations running in the red 
include a pulp-mill joint venture with a 
Canadian logging company in British Co- 
lumbia. 

Citic has a total of 65 joint or wholly- 
owned projects in more than 15 countries. 
Almost all of these projects are aimed at 
securing access to badly needed raw mate- 
rials in China. For example, Citifor Inc. is a 
joint venture between Citic and a US for- 
estry company in Washington State to sup- 
ply logs to China. And Citic has a 10% 
share in the Portland aluminium smelter 
in Australia, one of China’s largest indus- 
trial investments overseas. Citic officials 
say they are looking to expand their for- 
eign investments over the next few years. 
But with sluggish economies in the US and 
Western Europe, they are looking to move 
into other parts of Asia, South America, 
Eastern Europe and Russia. 

п Tai Ming Cheung 
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COMPANIES 


State within a state 


Citic devolves power to local units in China 


China International Trust & In- 

vestment Corp. (Citic) has been 

investing in the Chinese econ- 

omy at a frenzied pace for the 
past dozen years. Its domestic tentacles al- 
ready extend to full or partial ownership 
of more than 370 ventures ranging from a 
railway on the Sino-Russian border in Hei- 
longjiang province to fashion companies in 
the Shenzhen special economic zone next 
to Hongkong. 

The conglomerate's investment spree 
will increase substantially over the next 
few years as the senior managers work out 
plans to treble the corporation's assets 
within the next eight years. The focus, 
though, will shift away from acquiring 
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companies and participating in infrastruc- 
ture projects to investing in a smaller 
number of large-scale prestige ventures in 
services and property. 

There are also moves to give local sub- 
sidiaries more autonomy to shape their 
own business activities. With Citic’s rapid 
expansion since its founding in 1979, the 
original management structure has become 
increasingly unwieldy. 

“Our organisation is like the state,” says 
Citic vice-president Wang Jun. “As the 
government decentralises control to the re- 
gions, we will also allow our subsidiaries 
to take their own decisions.” This refers in 
particular to Citic’s subsidiaries in five lo- 
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calities: Tianjin, Shanghai, Shenzhen, 
Ningbo and Yicheng in Shanxi province. 

Management changes now being made 
include the introduction of a profit-incen- 
tive scheme. According to Citic president 
Wei Mingyi, each subsidiary is given a tar- 
get plan to fulfil. If they achieve these quo- 
tas, they will receive a larger slice of prof- 
its, and salaries will also be increased. “But 
if they fail to reach the target, salaries for 
the whole subsidiary or local company will 
be cut,” says Wei. 

More significantly, there are plans for 
some subsidiaries to be listed on local 
stockmarkets in the near future and a 
stocks department has been set up at head- 
quarters. Among the first to go public are 
expected to be the two Citic subsidiaries in 
Shenzhen and Shanghai. 

Citic is also looking to invest heavily in 
Shanghai and other parts of China’s east- 
егп coast. This is in line with the central 
government's efforts in the past couple of 
years to promote the development of a spe- 
cial economic district in Pudong, a Shang- 
hai suburb, which would act as a catalyst 
for the overall growth of the Yangtze river 
basin. The move also reflects the fact that 
many of Citic's senior managers come from 
around Shanghai. "They prefer to invest in 
their home towns," says Pi Shenghao, 
deputy director of Citic Research Interna- 
tional. 

Several Citic companies have signed 
contracts in recent months for infrastruc- 
ture projects in Pudong and Shanghai. Last 
November, Citic Hongkong signed deals 
that included the development of a 
1,200-megawatt power station in Pudong, 
a road tunnel under the Huangpu river 
and a container terminal at Shanghai port. 

One of Citic’s most important projects 
over the next few years will be the devel- 
opment of a 30-square-kilometre business, 
industrial and tourist centre on Daxie is- 
land near Ningbo. The corporation hopes 
to turn the island into a self-contained 
entrepot for trade and export processing, 
and has applied for a 70-year land lease 
from Peking. 

Citic signed letters of intent with the 
provincial and city governments last No- 
vember to develop the site. Wang says be- 
tween Rmb 20-30 billion (at least US$3.5 
billion) will be spent over the next decade 
on a number of infrastructure projects, in- 
cluding a container terminal. 

This project underlines Citic’s increased 
emphasis on the lucrative, high-risk prop- 
erty market. Citic’s development of Daxie 
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island is a gamble, says one foreign banker, 
“because Ningbo is not a location that 
many foreign investors or firms would in- 
stantly think of looking at.” 

Although bullish on Shanghai and the 
eastern coast, Citic is more cautious about 
investing in southern China. While some 
subsidiaries have a number of property, 
commercial and other small-scale ventures 
in Shenzhen, Zhuhai and Canton, Citic has 
not yet made any significant investments 
there. 

“In Guangdong, the business environ- 
ment is very active, and there are many 
rivalries there. In Shanghai, the competi- 
tion is less fierce," says Pi. He points out 
that "enterprises in Guangdong are mainly 
medium or small-sized. We prefer large- 
scale projects." 

Citic has full ownership of only one in 
five of its domestic ventures. In the others, 
it prefers to go into a minority partnership 
with Chinese or foreign companies. Fol- 
lowing differences over the running of 
some of these enterprises, a Citic executive 
says that they are now primarily interested 


COMPANIES 


Naval officer on deck 


Citic heir-apparent talks of shake-up 


At the age of 51, Wang Jun is 
considered a youngster among 
the septuagenarians who dom- 
inate the senior ranks of China 
International Trust & Investment Corp. 
(Citic). But the former ship engineer and 
naval officer, who still sports a spiky hair- 
cut, is seen by company insiders as the 
heir-apparent to chairman Rong Yiren. 
Wang joined Citic at its outset in 1979, 
serving for seven years as the general man- 
ager of its business department. He was 
then promoted to become the most junior 
of four vice-presidents in 1986, and to sen- 
ior first vice-president last year. Wang also 
holds several other senior Citic positions, 
including the chairmanships of subsidiar- 





Citic: asset-rich, growing rapidly 
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in ventures where they can have a major- 
ity stake. "We cannot exert our influence 
in companies where we are only minority 
owners," he said. 

Another area that Citic is scaling back 
its involvement is in arms sales. One of 
Citic's affiliated companies, Poly Technolo- 
gies, has been one of China's main chan- 
nels for weapons exports in the past dec- 
ade. Controlled by the People's Liberation 
Army, Poly Technologies is believed to 
have sold billions of dollars worth of arms 
to Pakistan, Thailand, Saudi Arabia, Iraq 
and Iran during the 1980s. 

But with the end of the Cold War, for- 
eign demand has fallen substantially and 
Poly Technologies is now diversifying into 
civilian fields, in particular real-estate 
projects in China. Wang, who is also chair- 
man of Poly Technologies, says that the 
company has made investments of more 
than Rmb 1 billion in civilian ventures. 
Weapons exports now constitute just 10% 
of Poly Technologies' activities, he says. 

ш Tai Ming Cheung 
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ies in Hongkong, Shenzhen and Ningbo. 

Although he has a reputation for being 
abrasive and a tough task-master, Wang is 
well-respected by many Citic employees. 
“Не is intense and hard-working, but also 
straightforward and careful in his judg- 
ments," says one staff member. 

In a rare interview, Wang told the 
REVIEW that Citic faces a major shakeup in 
its senior management to promote younger 
executives to top positions. "One of the big 
problems facing Citic is that our present 
leaders are somewhat old. I'm the young- 
est senior executive and I'm in my 50s." 

Senior Citic officials say that Wang's 
rapid rise is based on his ability, experi- 
ence — and family connections. His father 
is Wang Zhen, China's deputy state presi- 
dent. 

One of the key reasons behind Citic's 
rapid growth has been Rong's political con- 
nections with the country's top leaders. He 
has been able to protect the company from 
China's occasional political backlashes. Fol- 
lowing the June 1989 military crackdown, 
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Citic and several prominent state-run cor- 
porations were stripped of their official sta- 
tus. Originally considered to be either min- 
isterial or bureau-level organs, their 
rankings were removed and the salaries of 
top executives reduced. 

This was followed up by an official in- 
vestigation of Citic's business activities that 
led to a Rmb 19 million fine for unauthor- 
ised foreign-currency transactions, tax eva- 
sion and profiteering. These measures, 
though, were lenient when compared to 
action against other enterprises such as 
Everbright Industrial, once considered a 
rival to Citic. 

Another effect of the 1989 crackdown 
was that a number of senior government 
officials had to give up honorary Citic 
directorships. This was in response to 
charges by the 1989 demonstrators of wide- 
spread corruption within the government. 
Among those who resigned were vice pre- 
mier and economic tsar Zhu Rongji. 

At the same time, the government also 
ordered that all children of top Commu- 
nist party officials should be removed from 
positions in Citic and other state enter- 
prises. The casualties included Deng 
Zhifang, one of patriarch Deng Xiaoping’s 
sons. (Wang was spared because he was a 
founding member of Citic.) 

The crackdown quickly passed and 
Citic is again a magnet for the offspring of 
high-ranking party and government offi- 
cials. This will help Citic weather the 
generational changes that will follow 
Rong's departure and the changes already 
taking place within the Communist Party. 

But Citic is having difficulty retaining 
high flyers. One staff employee says that 
some managers have left because of a lack 
of promotion prospects and better oppor- 
tunities in the booming private sector. 

Citic's senior management is dominated 
by Rong's associates, including several dat- 
ing from his Shanghai student days in the 
1930s. Many of these executives have re- 
mained in their present posts since Citic 
was set up, leading to delays in promotion. 
But Rong's anticipated departure in the 
near future is also expected lead to the re- 
tirement of many other elderly administra- 
tors. 

Rong is rumoured within Citic to be a 
candidate for a senior government posi- 
tion, possibly as deputy state president. If 
so, that means that even when he formally 
retires from Citic, he is expected to con- 
tinue to keep an eye on the conglomerate's 
interests. m Tai Ming Cheung 
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POLICIES 


Still on the rails 


Rao signals Indian reforms will continue 





By Hamish McDonald in New Delhi 


ith riots replacing reform in the 

үү headlines from India, Prime Min- 

ister P. V. Narasimha Rao is ur- 

gently trying to reassure the world that his 

government remains committed to eco- 
nomic liberalisation. 

Even as a new wave of unrest swept 
[ndia's financial capital, Bombay, and the 
textile centre of Ahmedabad in early Janu- 
ary, Rao and his ministers took a series of 
actions. Wheat prices were juggled, for- 
eign-exchange controls dropped and ef- 
forts made to bolster energy efficiency. 

The moves were seen as a conscious ef- 
fort by Rao to regain the political initiative 
after the inter-communal violence trig- 
gered by December's Ayodhya mosque in- 
zident. They also sent out signals that New 
Delhi is determined to press ahead with 
economic reform, notwithstanding a com- 
mon fight with leftist parties against reli- 
gious chauvinism. 

On 7 January, the cabinet decided to 
raise by a record 13-25% the prices that the 
central foodstocks system pays to buy 
wheat and other crops from Indian farm- 
ers. After recent increases in government- 
set fertiliser prices, this is bound to be 
popular in the countryside. But to balance 
the impact on the government's budget, 
the cabinet also raised, by 14-18%, the 
prices charged by public food ration shops 
— а move that risks adding to unrest 
among the urban poor. 

On 8 January, the government swept 
away many of the controls on business 
contained in the notorious 1973 Foreign 
Exchange Regulation Act. Foreign joint 
ventures are now free to buy and sell prop- 
erty, set up branches and subsidiaries, take 
deposits and borrow, and take over Indian 
firms without — as in the past — seeking 
approval from the central bank or Finance 
Ministry. These changes were to have been 
made by legislative amendment, but were 
postponed when the December session of 
Parliament lapsed into disorder after the 
Ayodhya incident. Instead of waiting for 
parliament to resume in March, Rao 
pushed the changes through under a con- 
stitutional provision that allows adminis- 
trative amendments. 

On 9 January, the prime minister him- 
self turned up at a meeting of state power 
ministers to reinforce lectures by Finance 
Minister Manmohan Singh and central- 
bank governor C. Rangarajan on key points 
of energy policy. Principally, these are a 





21 JANUARY 1993 


need to collect a minimum electricity tariff 
from farmers (effectively exempt from pay- 
ing power bills in many states), raise 
power-plant load factors from the current 
average 56% of capacity, and cut transmis- 
sion losses and illegal power taps. 

Though the recent measures have been 
welcomed by the business community, 
they are still essentially efforts to fulfil 
promises made over the past year. The for- 
eign-exchange amendments, for example, 
were foreshadowed in Finance Minister 
Singh's budget last February. When Singh 
drafts the budget for the fiscal year starting 
in April — to be announced on 28 Febru- 
ary — he will have to include more-radical 
steps if he wants to dispel concern about 
drift and delay in economic reforms. 

The Ayodhya crisis has caused substan- 
tial short-term economic damage. Disrup- 
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tion to production and shipments may trim 
perhaps half a percentage point off the 4% 
GDP growth predicted by the central bank 
for the current fiscal year. After a rebound 
in tourism last year (to 1.9 million visitors 
from 1.7 million in 1991), hotel and tour 
bookings are down 50% for the peak win- 
ter season. 

Foreign investors have tended to treat 
the crisis as one of the periodic political 
spasms from which India always recovers. 
However, the past few weeks have pro- 
duced mixed signals about the response 
among investors to the reforms so far en- 
acted. 

Only nine foreign institutional funds 
have taken up the opportunity, presented 
in September, to register for direct invest- 
ment in India's capital markets. In other 
areas of the economy, US-based Procter & 
Gamble has announced it will put US$22 
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million into a 51% joint venture with 
Godrej Soaps. But that has been overshad- 
owed by news that the Anglo-Dutch oil 
firm Royal Dutch /Shell is selling its 33% 
stake in National Organic Chemical Indus- 
tries, worth around US$48 million, after a 
dispute with its Indian partner. At the 
same time, Japan's Dai-Ichi Kangyo Bank 
has decided to shut its Bombay representa- 
tive office. 

The government's own performance in 
meeting its fiscal and monetary targets is 
also leaving a lot to be accomplished in the 
final stages of the fiscal year. Sales of mi- 
nor equity stakes in public-sector corpora- 
tions have met a disappointing response. 
The second tender, in December, left the 
treasury just over half-way towards its tar- 
get of raising Rs 35 billion (US$1.3 billion) 
to reduce the budget deficit to 5% of GDP. 
Expenditure overruns, meanwhile, are 
likely in subsidies of fertiliser, food and 
petroleum products. 

On the monetary front, money-supply 
growth is running well above its target lev- 
els. At the end of November, M3 was up 
16.5% from a year earlier, against a goal of 
10.4% for the whole of this fiscal year. For 
the year starting in April, Singh will have 
to fight hard to get the deficit down to the 
4% or so of GDP expected among the inter- 
national agencies that have been assisting 
India's economic restructuring. 

The greatest disappointment has come 
from the trade account, watched closely for 
signs of the export surge India needs if it is 
not to slide into another balance-of-pay- 
ments crisis by the mid-1990s when a 
bunching of debt repayments will occur. 
The loan of US$7-9 billion that India is ex- 
pected to negotiate with the IMF soon after 
the budget will allow it to stretch some re- 
payments. But the World Bank has ex- 
pressed concern about both the proportion 
of India's US$73 billion foreign debt that is 
owed to private creditors (about 45%) and 
the ratio of its debt servicing to exports 
(29%). 

The latest trade figures, covering April- 
October, show a modest 6.9% growth in 
exports from a year earlier, while imports 
surged 18.8% following the lifting of emer- 
gency controls in March. Encouragingly for 
the government, exports to hard-currency 
areas grew by a comparatively strong 
13.2%, more than compensating for a 56% 
fall in exports to the former Soviet bloc that 
were paid for in rupees. 

"You can say that the trade deficit is not 
all that bad considering the collapse of the 
rupee-payment area, the industrial reces- 
sion, and catching up after last year's com- 
pression of imports," says Bibek Debroy, a 
professor at New Delhi's Indian Institute 
of Foreign Trade. “But compared to what 
one would like export growth to be, this is 
simply not good enough. We need to have 
20-22% export growth in dollar terms if we 
are not to have a payments shortfall of 
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US$5-6 billion by 1995.” 

Debroy says exchange-rate develop- | 
ments and infrastructural problems are 
undoing the effects of deregulation meas- 
«ares and the rupee devaluation carried out | 
. soon after the government came to power | 
in mid-1991. Aside from a small down- | 
ward adjustment of 1.8% against the US | 
dollar in November, the official value of | 
the rupee was steady during 1992, while 
inflation hovered around 1396 for most of 
the year. The system of partial convertibil- 
ity (whereby 4096 of export proceeds are 
converted at the official rate, and 60% at a 
market rate) effectively imposes a levy on 
exporters, who no longer receive subsidies 
or bonuses. | 

"Once you have taken away all export | 
incentives, then the exchange rate has to be | 
correct" Debroy says. "Currently, export | 
profitability is being eroded and import | 
|. Substitution made more attractive. The ex- | 

change-rate policy is going completely 
© against the grain of the economic reforms.” 

To preserve incentives for exporters, 
New Delhi must keep depreciating the | 
< nominal exchange rate, Debroy argues. 

: There are two ways it could do this: retain | 
partial convertibility while devaluing the | 
„currency, or move quickly to full convert- | 
“ibility. Debroy favours the latter. "Once | 
-you do it, everyone realises India is serious | 
about the reforms," he says. в. 


POLICIES: 


INDIA 


Must try 
harder 


ndia is progressing in its effort to draw 
І investment, but its taxes remain too 

high. The country ranks highly among 
Asian nations in its "openness" to direct 
foreign investment, but it also has the 
steepest tax rates and highest trade barri- 
ers among any of Asia's growth economies. 

That is the assessment of a Price 
Waterhouse report commissioned Бу In- 
dia's Ministry of Industry to assess New 
Delhi's efforts since 1991 to liberalise its 
economy. 

The study, which won't be officially re- 


| leased until the end of this month, ranks 
_ India just below the so-called Asian Tigers 
| — Singapore, Hongkong, Taiwan and 


South Korea — in terms of receptiveness 


| to foreign capital. But it ranked the country 


above such star investment targets as In- 
donesia, China and Malaysia. 

The report also praises India's relatively 
free regulatory environment, which it puts 
on a level with Indonesia and fast ap- 


prende South Korea and Taiwan. It rates 


India far ahead of China, whose regulatory 
regime it considers restrictive. (However, 
it rates China's tax structure favourably to 
the Asian tigers.) 

The report, however, warns that with- 
out lower taxes and tariffs, India's reforms 
may not be very effective at drawing for- 
eign investors. "In the absence of appropri- 
ate changes in the taxation environment," 
it says, "increased openness to [direct for- 
eign investment] and certain relaxation in 
the regulatory regime may by themselves 
not be adequate to improve its competitive 
position." 

Despite reform efforts at the national 
level, Price Waterhouse says, the experi- 
ence of its clients shows that "India's policy 
shift is not fully reflected in operational 
procedures and the attitudes of the gov- 
ernment personnel." It says investment-ap- 
proval processes at the state and local lev- 
els remain an obstacle to investment. 

But Rakesh Mohan, an economic ad- 
viser to the industry minister, is not dis- 
couraged. "On the contrary, the study 
shows that we're doing much better than 
most people thought," Mohan says. "Don't 
forget, it's only been 15 months since the 
new policy was introduced. 

Mohan expects the forthcoming 1993-94 
budget to cut both taxes and tariffs, as en- 
visaged in Finance Minister Manmohan 


Singh's budget speech last year. " 
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On the golf links 


Valaysian loan agency spawns political scandal 








3y Doug Tsuruoka in Kuala Lumpur 
alaysians are fond of saying po- 
litical scandals are like mud which 


M thickens whenever it rains. If so, 


he clouds have burst on Majlis Amanah 
łakyat, or Mara, a Malaysian Government 
rust dedicated to helping the country's 8 
nillion bumiputras, or indigenous Malays. 

Mara is already under investigation by 
he government's Anti-Corruption Agency 
or the 1992 purchase of M$28 million 
US$11 million) of memberships in a fash- 
onable golf club near Kuala Lumpur. Now 
t is in trouble again. This time, govern- 
nent officials say Mara's purchase of a con- 
lominium unit for its chairman, Tamrin 
shafar, is being examined. 

The unit, in a building next to the larg- 
‘st ethnic-Chinese cemetery in Kuala 
sumpur, was bought in April for 
«$376,000 — a sum that property analysts 
ay was well above its market value. Crit- 
cs say the purchase was, at best, impru- 
lent. “It’s a mistake to buy anything in the 
niddle of a Chinese cemetery," says a 
»roperty dealer trying to sell units in the 
ате building. “I can't see much future in 
he development. We can't find tenants for 
Ge 

The affair has several political implica- 
ions. Tamrin — who approved the trans- 
iction — is a member of Parliament 
hrough the United Malays National Or- 
sanisation (Umno), the dominant party in 
he ruling National Front coalition. 

More to the point, he is also the son of 
Jeputy Prime Minister Abdul Ghafar 
Зара, whose hopes of one day succeeding 
'rime Minister Datuk Seri Mahathir Mo- 
атаа may be complicated by the brew- 
ng scandal. At Umno's annual meeting in 
November, the 67-year-old deputy premier 
vas seen by many as the front-runner to 
eplace Mahathir when he eventually re- 
ires. Political analysts, however, now be- 
ieve Abdul Ghafar's prospects could be 
irt. 

The deputy prime minister is president 
if the Rahman Putra Golf Club, whose sale 
if 450 memberships to Mara is the subject 
if the anti-corruption probe. Both he and 
tis son have not responded to requests for 
nterviews for this article. 

The criticism of Mara, which was 
ormed in 1966 to provide loans and other 
ssistance to bumiputra businesses, is a 
»olitical headache for Mahathir. It follows 
vhat Umno officials describe as “unprec- 
dented attacks” against the prime minis- 
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ter's business and social policies at the par- 
ty’s November meeting. 

As a result, government officials say 
Mahathir wants to settle the charges 
against Mara quickly. On 4 January, the 
prime minister said the government would 
find out whether the agency’s purchase of 
the apartment in Taman Seputih was in 
violation of official guidelines. 

"Its high time the government acted 
with vigour and determination against the 
sinners in their own midst,” says Chandra 
Muzaffar, a well-known political commen- 
tator in Malaysia and a founding member 
of Aliran, a social-reform movement. 

The information about Mara’s condo- 
minium purchase, which was leaked to the 
press by Abdul Ghafar’s political enemies, 
is the latest to surface in the wake of the 


(EY essen = 


The offending Mara condominium. 


investigation of Mara by the Anti-Corrup- 
tion Agency. The results of the investiga- 
tion have yet to be released, but allegations 
of impropriety at Mara by Umno officials 
appear to have cost Tamrin his job. The 
government announced on 18 December 
that Tamrin would step down as Mara 
chairman when his two-year office term 
expires on 15 January. No official reason 
was given for his departure. 

Government officials now appear to be 
focusing on Abdul Ghafar’s links to Mara. 
According to documents filed at the Regis- 
trar of Companies, the deputy prime min- 
ister’s connections to Rahman Putra are 
extensive. In addition to serving as the golf 
club's president, he is a former director and 
a founding member of Harta Kemunchak, 
a property-development company that 
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owns and leases the land on which the club | 


is situated. 
Abdul Ghafar is also a former director 
of two companies that indirectly held a 


100% stake іп Harta Kemunchak until 1992, | 


Until last year, Harta Kemunchak's board 
also included several Mara officials. 


The deputy prime minister founded | 


Harta Kemunchak in 1980 with Ahmad 4 
Awang, a businessman. Abdul Gafar | 


served on the boards of Harta Kemunchak 
as well as KK Properties (Harta 
Kemunchak's parent until mid-1992), after 
becoming deputy prime minister in May 
1986. He was also a board member of 
Komplek Kewangan, an investment com- 
pany that controlled KK Properties. He re- 
signed his board positions in all the com- 
panies in April 1990. 

Records at the registrar's office also 


show that three Mara officials served on -/ 


Harta Kemunchak's board until they re- 
signed from the positions in April 1992. 
The officials are Shamshir Ghazali, deputy 
director of the agency's plantation-affairs 
section; Rozlan Mohamad Idris, a director; 


and Azmi Hamid, chief of the agency's | 


corporate unit. Datuk Ismail Said, a parlia- 

mentary secretary and former Mara chair- 

man, also served a stint on the board. 
Financial data on Harta Kemunchak 


and KK Properties is sketchy. But accord- | 
ing to the latest information on file at the | 


Registrar of Companies, Harta Kemunchak 
posted a loss of M$8.8 million in 1990. No 
revenue figures are available. 

KK properties had a consolidated M$3.1 
million loss in 1990 after taking into ac- 
count extraordinary items. Revenue to- 
talled M$112,000. 

Sources close to Mara say Harta 


Kemunchak and KK Properties were ac- | 


quired last year by Sabna Corp., an invest- 


' ment-holding company. They say the 


D 


уу 
takeover occurred soon after KK Properties | 


filed for liquidation with the Registrar of | 


Companies on 30 April 1992. 

When the liquidation action was filed, 
Arthur Andersen & Co., the accountancy 
firm appointed to oversee the dissolution, 
said KK Properties could meet the claims of 
all creditors. Public records show that the 
company had assets of more than M$130 
million and liabilities of M$48 million at 
the time of the liquidation. 

An Umno official says Sabna's chair- 
man is Ahmad Awang, who has served as 
the chairman of KK Properties and as a 
board member of Harta Kemunchak. The 
parties behind Sabna appear to have con- 
siderable political clout. The takeover of 
such a company which has strong Malay 
interests, would have been supervised 
closely by the government. 

According to a Mara document ob- 
tained from Umno officials, the agency's 
executive council was originally informed 
that the memberships in Rahman Putra 
had a market value of M$70,000 each. The 
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memberships were purchased at a dis- 
counted price of M$63,000 each, but ana- 
- lysts say this price was still well above the 
market rate. A membership in one of Ma- 
laysia's newest golf clubs, the Tropicana 
Golf & Country Resort near the capital, 
costs M$50,000. 

The New Straits Times, the Umno-con- 
trolled English-language daily, reported on 
. 18 December that government investiga- 


_ tors have found that more than 100 of the 


450 golf club memberships bought by Mara 
were traced to non-existent parties. Quot- 
ing anonymous Anti-Corruption Agency 
officials, the newspaper said the phantom 
memberships were used by people linked 


to two unidentified companies "to siphon | 


. money" from Mara. 

Questions about price also arise in the 
case of Mara's condominium purchase. 
. Analysts say the condominium, which was 
- acquired from S. K. Brothers Realty, should 
— have cost no more than M$250,000, a third 
less than the price paid. They point out that 
buyers usually seek the advice of inde- 
pendent evaluators in such purchases, 
something Mara apparently did not do. 

Documents obtained from Mara offi- 
cials indicate that a proposal to buy the 
condominium with agency funds was 
. made to Tamrin by Mara's director of ad- 
ministration, Hussain Yaacob, in a letter 
dated 22 April 1992. The letter states that 
the purchase had been approved by Public 
Enterprise Minister Yusof Nor. A copy of 
. the letter obtained by the REVIEW carries а 
handwritten note by Tamrin directing 
Mara's administration to "make the pur- 
chase according to the minister's directive." 
The letter requests Tamrin's permission to 
make the purchase before the matter could 
be brought to the attention of Mara's coun- 
. cil at its next meeting. It also requests au- 
. thorisation to make a deposit of 2% of the 
sale price without the appointment of an 

authorized valuer. 
Political analysts expect the government 
. to look closely at the deputy prime minis- 
ter's private business activities. Abdul 
Ghafar’s political enemies say such scru- 
tiny could cause the party to re-evaluate 
any plans it may have for him, no matter 
what the outcome. 

Political commentator Chandra says 
Mara's problems underscore the need to 


ensure accountability on the part of gov- | 


. ernment officials. "Mara is one of the old- 
est public agencies entrusted with improv- 
ing the lot of bumiputras," he says. "If we 
look back over the years, Mara and its 
various undertakings have failed to live 
up to the expectations of the people." 

The government apparently agrees. At 
a news conference on 11 January, Public 
Enterprise Minister Yusof said Mara would 
undergo a major administrative revamp. 
He stressed that the agency's new chair- 
man would be a professional manager 
dedicated to bumiputra interests. a 





Orchids for 
taxpayers 


Indonesia hopes for a 
surge in revenues 





By Suhaini Aznam in Jakarta 
T he day after President Suharto pre- 





sented a tax-conscious budget to 
parliament for approval on 7 Janu- 
ary, Tax Department representatives were 
out in force in Jakarta, handing out orchid 
rosettes and stickers that thanked the capi- 
tal's residents for paying their taxes. It was 
the soft approach to the government's com- 
mitment to raise tax revenue more effi- 
ciently. Tax officials hope the effort will 
show results. 
Government spending for the fiscal year 
beginning on 1 April is forecast to rise 
11% from a year earlier to Rps 623 trillion 


Indonesia’s exports 
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(US$30 billion). To offset this outlay, gov- 
ernment planners are counting on income- 
tax revenue to climb 36% to Rps 14.8 tril- 
lion, a level that would exceed oil revenue 
for the first time. They expect property-tax 
revenue to rise 33% to Rps 1.3 trillion. 

For the government to meet these tar- 
gets, economists say the Tax Department 
will have to improve on its collection ef- 
forts, as only a small percentage of Indone- 
sians pay taxes. Nonetheless, the govern- 
ment appears to be undaunted. 

Suharto pointed out in his budget 
speech to parliament that Indonesia is en- 
tering the coming fiscal year with a more 
stable economy than it did a year earlier. 
He said the government is “more optimis- 
tic" about the new budget, which is ex- 
pected to be adopted by parliament by 
March without any substantial changes. 
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The government especially wants to 
increase domestic revenue in order to re- 
duce its dependence on foreign aid. In the 
new budget, foreign aid accounts for only 
15% of revenue, down from 30% a decade 
ago. 

Debt servicing, which is currently grow- 
ing at a 11% annual pace, is expected to 
slow to 5% as the government tries to nar- 
row further the projected current-account 
deficit of US$3.2 billion for the coming 
year. Still, debt servicing is expected to ac- 
count for 4596 of expenditure in the com- 
ing year, though down from 48% this year. 
In the current year, the deficit is expected 
to hit US$3.8 billion. 

The new budget also addresses the fi- 
nancial needs of civil servants and military 
personnel. Junior staff will receive an 18% 
salary increase, while senior officials will 
get a 1276 rise. The new salary structure 
translates into a 23% increase in budget al- 
location for wages and pensions. 

Benefits of the pay increases, however, 
were limited by a 7 January announcement 
by the government that domestic oil prices 
were to be raised 23-24% effective mid- 
night that day. The oil-price increase is ex- 
pected to fuel inflation. 

Consumer prices rose by 4.9% in calen- 
dar 1992 against 9.5% a year earlier. But 
with higher oil prices, Finance Minister 
Sumarlin says inflation could reach 7-896 
by 1 April. 

The government says oil subsidies must 
be removed in preparation for 2000, when 
Indonesia is expected to become a net im- 
porter of oil. About 64% of Indonesia's en- 
ergy still comes from oil, and fuel subsi- 
dies have increased sharply in recent years. 

In the current fiscal year, oil and gas are 
expected to account for 30% of domestic 
revenue. This level is expected to drop to 
27% in the coming year. 

By contrast, non-oil earnings are ex- 
pected to grow 16% in the coming fiscal 
year. In the first 10 months of 1992, non-oil 
exports increased 25%. 

The new budget also gives "high prior- 
ity for expanding equitable distribution of 
development," Suharto told parliament. To 
this end, the government allocated Rps 3.5 
trillion for rural development. This trans- 
lates into Rps 5.5 million per village, or a 
Rps 1 million increase from the current 
year's allocation. 

Other priority areas in the budget are 
communication and tourism, which was 
allocated Rps 4.6 trillion, and the educa- 
tion, youth, and national culture and ideol- 
ogy sector, which was earmarked for Rps 
3.5 trillion. 

The government plans to spend Rps 3.3 
trillion in the mining and energy sector, 
principally to construct new power gen- 
eration. It wants to provide 2,800 villages 
with electricity by 1994. In addition, Rps 3 
trillion will be spent on agriculture and ir- 
rigation. и 
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Flap in the 
cockpit 

New owner emerges for 
Philippine Airlines 


By igoberto Tiglao i in n Manila Pc 


urbulence" is a word used by air- 

| lines to describe tumult aloft — not 

on the ground. But for Philippine 
Airlines the latter is more applicable. 

The most recent commotion over the 
aewly privatised company began on 12 
lanuary when it was reported that Lucio 
Tan, a close associate of former president 
Ferdinand Marcos, was secretly a major 
financier and member of the consortium 
that took over Philippine Airlines, the па- 
ion's flag carrier, last March. An airline 
ага member confirmed the report to the 
REVIEW. 

The consortium was led by Antonio 
"Tony-Boy" Cojuangco, who subsequently 
»ecame chairman of Philippine Airlines. 
he group of private financiers purchased 
Же company from the government under 
1 privatisation plan initiated by former 
oresident Corazon Aquino. 
© Tan's entry point into Philippine Air- 
ines came through Aeropartners, which 
ogether with Cojuangco-affiliated com- 
Janies controls 54.5% of PR Holdings, the 
consortium that paid P9.6 billion (US$360 
million) for 67% of Philippine Airlines. 

Cojuangco turned to Tan last year for 
inance after the Andres Soriano group 
iuddenly decided to reduce its investment 
n PR Holdings to 9.5%. The state-owned 
?hilippine National Bank (PNB), Develop- 
nent Bank of the Philippines and the 
military pension fund own a 20% stake in 
he consortium. The Ayala group owns 
16%. 

The Soriano group's decision to reduce 
ts stake left Cojuangco to raise most of the 
25,2 billion needed to buy his share in the 
consortium. Unable to secure bank loans, 
Ye turned to Tan. Among the concerns ex- 
xessed by the banks was the possibility 
hat Cojuangco had paid too much for the 
ürline, a view which seems valid when the 
zovernment itself admitted it had expected 
o receive an offer only in the P7 billion 
ange. 

Although a silent investor in the months 
ollowing the Philippine Airlines purchase, 
l'an in the past few weeks invoked his right 
o convert his loans to Cojuangco into P4 
villion worth of shares. He did so appar- 
mtly because he was upset that he had not 
een consulted about Philippine Airlines’ 


purchase in September of new planes from 
Boeing and Airbus Industrie for US$1.6 bil- 
lion. 

The airline board member said that 
Cojuangco had told him that his equity in 
the flag carrier now amounted to only 7% 
of the shares, while Tan held about 27%. 


i 
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Philippine Airlines chief financial officer | 


Edgardo del Fonso told the REVIEW that as 


of 12 January there had been no changes in | 


the company's management or board of | 


directors. Gabriel Singson — the president 
of PNB, which has a 7.5% stake in PR Hold- 
ings — indicated that Tan had assumed 
control of 40% of PR Holdings. But he 
added: "There is no truth to the report that 
Tan will assume control of Philippine Air- 
lines as chairman or president." 

If Tan does attempt to assume control 
of Philippine Airlines, the government may 
not remain quiescent. While PR Holdings 
purchased 67% of Philippine Airlines, the 
government 
— retains control of 33 


equity. Add to this the stakes held by gov- 
ernment companies in PR Holdings, and 


the state's share in Philippine Airlines 
comes to 46.4%. 

Together with the stakes of the Ayala 
and Soriano groups, the government 
would still have an insurmountable 63% 
combined share in the airline. The Sorianos 
are bitter rivals of Tan, who controls Asia 
Brewery, founded in 1980 to compete with 
beer maker San Miguel, which is chaired 
by Andres Soriano Ш. 

For its part, the Ayala family has looked 
upon Tan with disdain, sources say, view- 
ing him.as а “стопу” who built his empire 
during the Marcos era. a 


— through three companies | 
% of the airline's | 


Defiant 
roadshow 


Thai speculator blasts 
authorities 





By Paul | Handley i in Bangkok 


tock speculator Song “Sia 

Vatcharasriroj hopes.a good offen 

will prove at least a plausible def 
The Bangkok share trader has hit the 
paign trail to tell investors “the real st 
of his prosecution for alleged stock 
nipulation. | 

But as he tries to convince the pu 

that he is better for the market than 


| authorities who arrested him, the sto 





trading scandal to which his activities ga 
birth has produced its first casualty. 
First City Investments, a finance co! 
pany whose stock was one of those which 
soared in a frenzy of speculation on 
Stock Exchange of Thailand late last 
has been reported basically insolvent, 
large and uncovered loan losses. The 
tral bank has asked Bangkok Bank; 
land's leading commercial bank, t 
over First City and rehabilitate it. 
Details of First City's woes are nota 


| able, but informed sources say its : 


performing loans total Baht 5-6 bi 
(US$195-235 million). In mid-1992, 
company reported assets of roughly Ba 
87 billion and shareholder capital of Ba 
880 million. 

According to a senior officia 
Bangkok Bank, it has been asked b 
authorities to inject Baht 2 billion in 


| capital into First City. But the ba 
| balked at the suggestion, deman 


closer look at First City’s books. Bangk 
Bank already has a stable of four finan 
and securities firms, and would not рг 
ticularly benefit by taking on another, t 
bank official said. 

It is not known who First City's b 
loans were made to, but many observ: 
believe they were taken out by sister СО 
panies owned by First City's major shar 
holders, the Rattakul and Wongpaitoon 
families. The associate firms are mainly 
property-related companies controlled by 
Patcharee Wongpaitoon, including listed 
developer Rattana Real Estate and a hot 
the Bangkok Arnoma Swissotel. Both cor 
panies are believed to be struggling wi 
debt. 

Both First City and Rattana were amo 
a handful of listed companies whose shar 
were heavily ramped in the two mont 
before Song's 18 November arrest. 5 




















































th, but it is unknown whether the | 
ges against him relate to either stock. — 
brokers believe there was more than | 
group of players manipulating stocks | 
ing the period. | 
After Song's arrest, Rattana.and First | 
ty's share prices collapsed by more than | 
k, more sharply than any other in the | 
. There was a short run on deposits | 
st City, апа newspapers openly | 
ulated. that Patcharee's arrest would | 
w Song's. 
nstead, the Bank..of Thailand quietly | 
ked Bangkok Bank in December to help | 
the bailout of First City. The finance 
rm’s shares were suspended from trad- | 
g when news of its troubles broke on 4 
uary. Rattana’s shares were hit hard, 
ing on 12 January at Baht 91, down 
Baht 117 on 4 January. 
t has not fazed Sia Song. Out on bail | 
ing the laying of charges before the | 
prosecutor, Song has been travelling | 
country offering his views on the stock- 
cet апа its regulators. In seminars ti- | 
"Stocks Stocks Stocks," paying audi- | 
hear him lash both the watchdogs | 
the stock exchange board: "The people | 
ower do not know what they are | 
hey. do not understand the nature | 
market." | 
idestepping the accusations against | 
Song portrays himself as a simple in- | 
perating with a strong sense of | 
hist morality. He claims to have been | 
ged by the authorities, whom he | 
for speculators' losses. | 
t one gathering in Chiang Mai, Song | 














ommission not stepped in to arrest him. 
hare trader has also called for the au- 
ties to provide more credit, in the form | 
oft loans and more-generous margin | 
to brokers and investors to compen- | 


iber.: 
е purpose of Song's seminars, say 
kers, is clear: He is trying to marshall | 
und-level support to politicise his case | 
ultimately, be absolved of guilt. As 
bank president pointed out, the Song | 
as already polarised the authorities | 
he broad ranks of market players in - 
| angkok. Song also appears to be playing | 
On investors’ widely held perception that | 
e authorities do not want them to make | 
опеу. 
But the strategy might not work. Trad- 
а Siam City Credit Finance & Securi- 
ties say they think the market, which once 
oved at the mere mention of Song's 
name, is now ignoring him. Indeed, stock 
rices have soared since the end of Decem- 
ber. 
"The market is up," says one specula- | 
tor. "We have already forgotten Sia Song. | | 
ever mind about him." 











s admitted being. а big sharehok er in | 


sserted that the market would have been E 
und had the Securities and Exchange | 


уг their losses of November and De- B 


Summertime blues 


s if the miserable summer weather 
were not enough, Australians are 
also getting an onslaught of bad 
economic news. 

The Australian Bureau of Statistics 


| opened 1993 by reporting that the nation's 


current-account deficit had widened in 
November for a 10th consecutive month, 
to an unadjusted A$1.7 billion (US$1.2 bil- 
lion). There are now fears that the deficit 
for the year to 30 June could blow out to 
A$20 billion, exceeding the government's 
A$15 billion target. 

Imports in November totalled a record 
А%6.7 billion. The November trade gap 
pushes the current-account deficit for the 
first five months of this fiscal year to A$8.5 
billion, 35% more than a year earlier. 

Australia now faces the unhappy pros- 
pect of becoming the OECD nation with the 
largest current-account deficit as a percent- 
age of GDP. The Australian analyst Access 





Economics predicts Australia's deficit will 
reach 4.9% this fiscal year and a massive 
5.3% in 1993-94. Foreign debt, meanwhile, 
stands at A$162.8 billion, or 42% of GDP. 
The grim New Year message sent the 
Australian dollar to a five-year low against 
the US dollar. This almost certainly rules 
out interest-rate cuts before the general 


_ election that must be held by mid-year. 


Acting Treasurer Bob Collins, trying to 
find a silver lining in the report, noted that 
exports rose 9% in November, helped by 
an 11% gain in farm shipments and a 36% 
rise in machinery exports. He argued that 
the local dollar's depreciation over the past 
12 months should make Australian goods 
more competitive in the long run. 

.. But there is no doubt that November's 


m deficit was a blow. Machinery, ch micals, 






fuels and vehicles largely accounted for the 
surge in imports, Over the past 12 months, 
while the so-called trend level of imported 
goods — which removes both seasonal and 
irregular factors — grew by 27%, exports 
rose by less than 10%. 

Worse, a study by the central bank re- 
veals that Australia has been losing some 
of its key markets. For example, its share of 
China's imports has fallen over the past 10 
years to 2% from 5%, whereas Taiwan, 
South Korea and Singapore have boosted 
their collective share to 33% from 4%. Aus- 
tralia's share of Japanese imports has 
stayed at 5% through the decade, while the 
US's has risen to 2396 from 17% and the 
EC's to 16% from 6%. 

Australia's traditional export industries, 
mining and farming, have been hit particu- 
larly hard by downturns in world markets. 
Mining may pick up sharply in the next 
five years because of growth in demand 
from Asia, but for now the industry is suf- 
fering from low prices. Farm prices are also 
depressed. Wool exports are expected to 
earn A$3.3 billion this fiscal year, com- 
pared with A$6 billion four years ago. 

Australia’s continuing failure to over- 
come her trade problems and rein in the 
current-account deficit will clearly limit the 
government's policy options. Both the 
Labor government and Liberal/National 
opposition would like to promise big pub- 
lic-works projects to alleviate the country's 
high unemployment (11.4% in the fourth 
quarter of 1992), but that would require 
massive borrowing from abroad. The bur- 
geoning current-account deficit makes that 
increasingly infeasible. 

But the news is not all glum. New-vehi- 
cle registrations in the fourth quarter were 
up 956 from a year earlier, while housing- 
loan approvals were up 35% and housing 
starts up 17%. Recent surveys by two ma- 
jor banks, the National Australia Bank and 
Westpac, also indicated an increase in capi- 
tal expenditure over the coming year. 

Similarly, private-sector investment in 
housing grew by 3.4% in 1992. Real wealth 
per head grew by 1.1%, in contrast to 1990 
and 1991, when it fell by 2.9% and 3%, re- 
spectively. And figures from the federal 
Treasury indicate that retail trading in Aus- 
tralia rose steadily in October 1992 after 
virtually no growth in the preceding two 
months. 

The other good news for Australians 
was that despite the dollar's depreciation, 
inflation remained low. Consumer prices 
in the September quarter were up by 0,8% 
from a year earlier. ш Jacqueline Rees 
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ЧАРАМ 
Big loss for airline 


Japan Airlines was expected to 
announce cuts in its aircraft- 
purchase plans, reflecting huge 
losses in the past year. The 
airline expects a loss of US$410 
million in the year to 31 
March, according to a 
company source. The previous 
year's loss was US$48 million. 
Of 20 long-range Boeing 747- 
100s on firm order between 
now and 1996, five have been 
switched to shorter-range, 
twin-engined 7675, and the 
fate of options on a further 34 
747-400s is in doubt, the source 
said. The airline wants to give 
its profitable domestic network 
more priority, lifting its 
contribution to 40% of revenue 
from the present 30%. 


Car-export ceiling 

lapan will maintain its 
voluntary restraint on 
automobile exports to the US 
it 1.65 million vehicles for the 
year starting in April, the 
Ministry of International Trade 
ind Industry (Miti) said on 8 
anuary. US auto makers had 
asked Tokyo to reduce the 
reiling, but Miti defended its 
lecision, saying it believes 
1ew-car demand in the US is 
dicking ир. 


PHILIPPINES 
Amex to sell stake 


American Express Bank agreed 
эп 6 January to sell its 40% 
stake in International 

-orporate Bank to а 
‘onsortium headed by Union 
Jank for US$39.5 million. Two 
lays earlier, a Manila court 

ad dismissed a suit by First 
'acific Bancshares, a unit of 
ndonesia's Salim 
onglomerate, which claimed it 
iad an agreement to buy the 
\mex stake. 


CHINA 
Trade surplus shrinks 


Zhina's trade surplus was 
iearly halved to US$4.4 billion 
n 1992, said Minister of 
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Foreign Economic Relations 
and Trade Li Langing. He said 
exports rose 18% to US$85 
billion while imports rose 25% 
to US$81 billion. Total foreign 
trade volume grew by over 
20% to US$166 billion. Imports 
from South Korea, with which 
China established diplomatic 
ties last year, rose fastest — by 
132% in the first 11 months of 
1992. 


INDIA 


Scam losses rise 


The estimate of funds missing 
in last year's Bombay 
securities scandal is now Rs 53 
billion (US$2 billion), officials 
told Parliament on 5 January. 
The previous estimate, issued 
in October, was Rs 46 billion. 
Among the reasons for the 
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Japan voluntarily curbs vehicle exports to US. 





rise was a discovery that 
funds from two public-sector 
enterprises, car-maker 
Maruti Udyog and the Oil 
and Natural Gas 
Commission, had been 
diverted to broker Harshad 
Mehta. 


MALAYSIA 
Plant investment lags 


Foreign investment in the 
manufacturing sector grew a 
meagre 2% in 1992, while 
approved domestic investment 
in the sector fell 33%, the 
government said on 11 
January. Trade and Industry 
Minister Datuk Seri Rafidah 
Aziz attributed the figures to 
regional competition for 
investment and a transfer of 
domestic capital to the 
property sector in search of 
quick returns. 


HONGKONG 
New note issuer 


The government said on 12 
January that it will allow the 
state-owned Bank of China to 
become the colony's third 
note-issuing bank starting in 
May 1994, three years before 
Hongkong reverts to 

Chinese sovereignty. A 
government spokesman said 
the bank plans to issue 

HKS$6 billion (US$769 million) 
that year, or about 10% by 
value of the notes in 
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circulation. At present, E | 
Hongkong & Shanghai 4 
Banking Corp. and Standard | 
Chartered Bank are the 
colony’s note issuers. 4 


THAILAND 


Triangle study 


Thailand and Malaysia agreed 
to study the possibility of 
setting up a joint economic- >| 
development “triangle,” taking ў 
in their border area and the 1 
northeastern region of 

Sumatra in Indonesia. The 
agreement was struck during a 
visit by Thai Prime Minister 
Chuan Leekpai to Kuala 
Lumpur on 7 January. The 
countries hope a triangle 
would boost cross-border 


зү! 
i aa 


ae 


trade and investment and help. 
to develop their relatively poor | 
border areas. 


hus ә 
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VIETNAM 


Cable pact signed 


Australian & Overseas 
Telecommunication Corp. 
agreed in principle on 9 
January to build a submarine 
optical-fibre cable system 
linking Vietnam to Thailand 
and Hongkong. The network, 
a cooperative venture 
between the Australian 
company and the telecoms 
organisations of the three 
countries involved, will 
provide Vietnam with its first 
optical-fibre links abroad. 
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tis a rare company whose share price 
can weather a debilitating strike, sev- 
ered lines of credit and the arrest of a 
senior executive for violating political 


| campaign laws all in one year. But for Hy- 


undai Motor, which held its own in just 


| such a calamitous 1992, the worst may be 
| yet to come. 


After underperforming a falling market 


| for most of last year, Hyundai Motor 


shares followed the index upward in the 


| fourth quarter but took a new dive in Janu- 
- ary as the rally continued. The downturn 


was sparked by president-elect Kim Young 
Sam, who asked outgoing president Roh 


| Tae Woo to prosecute vigorously those Hy- 
 undai officials involved in the failed presi- 


dential bid of their former chairman, 
Chung Ju Yung. 

Hyundai companies also could well be 
first in the line of fire when Kim takes of- 
fice. He has promised to continue Roh's 
efforts to limit the local economic clout of 


| the nation’s top thirty business conglomer- 


ates, or chaebol. Shroff would wager Hy- 
undai will prove an inviting target. 
— A But if the local market is worried about 


| the political troubles facing Hyundai Mo- 
| tor, foreign investors view the company's 


prospects rather differently. In the teeth of 
the heated presidential campaign, Hyundai 
Motor successfully placed US$150 million 


| worth of Global Depository Receipts. On 


11 January the GDRs were trading at 15517, 
up from the offer price of US$15 in No- 
vember. 

Several institutional investors told 


| Shroff that they basically punted on 


Hyundai’ s gritty performance in the face 


| of the government crackdown. Indeed, in 


1992 Hyundai Motor is expected to post 
sales of Won 6.3 trillion (US$8 billion), up 
from Won 5.6 trillion in 1991, taking the 
top sales slot from steel giant Pohang Iron 


|& Steel Co. This year, the company 
| anticipates double-digit sales growth as 
| employees get back to the business of 


making and selling cars. That may seem 
impressive to foreign investors, but locals 
are more interested in the fact that Hy- 
undai's net profit is expected to have 
fallen by about 20% to Won 43 billion in 
1992. 

So will it be politics or economics that 
matter most to the company and its share 
price in 1993? An important test will be the 
company's next collective-bargaining 


a agreement with its union. Striking a deal 
_ | will involve not only labour but also the 
| government. Labour talks for 1993 begin in 


the second quarter, and Hyundai's aggres- 
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sive labour unions are seen as trend setters 
in the annual round of wage negotiations. 
Kim Young Sam may not take as stri- 
dent a line against union workers as the 
generals that have preceded him in the 
presidential Blue House. But it is highly 
unlikely that the union will settle for the 
government-mandated 3% wage rise. So 
Hyundai Motor could be Kim’s first labour 
test. Local punters, who believe Kim 
would be happy to prove his mettle 
against a Hyundai company, are likely to 

continue selling shares on any rally. 
W Ed Paisley 


Not long ago, a Hongkong merchant 
banker who had little hope of winning 
the mandate to list Shanghai Petrochemi- 
cal reminded a company executive of 
what a Western listing entails. "You won't 
be able to use the company car to ferry 
your daughter," he told the mainland offi- 
cial. "If you do, you can be sued. You 
have to accept that listing has its costs; you 
have to separate yourself from the com- 
рапу.” 

The Stock Exchange of Hongkong is 
now contemplating the meaning of fiduci- 
ary obligations with Chinese characteris- 
tics as it prepares to list Chinese compan- 
ies directly. Last week, the stock exchange 
and law firms involved in Shanghai Petro- 
chemical heard a report from barrister An- 
thony Nyot concerning legal issues that 
need to be resolved before such listings can 
proceed. 

Investor protection can never be abso- 
Iute when controlling shareholders and as- 
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Testing times 


sets both lie outside Hongkong. Arrange- 
ments under which shareholders can sue 
directors on behalf of the company are fa- 
miliar stuff in the West, but hardly a com- 
mon practice in China. But the exchange is 
trying to come up with some means to re- 
assure investors. One possibility is to work 
out an agreement with Chinese officials to 
provide for an arbitration system to hear 
shareholder suits. 

Concurrently, the State Council in Pe- 
king is drawing up draft securities laws 
that would, among other things, make di- 
rectors and underwriters take responsibil- 
ity for the accuracy of information in any 
prospectus. It is also considering writing 
rules governing corporate behaviour into 
the articles of incorporation of these new 
entities. 

As it feels its way forward, the Hong- 
kong exchange is finding itself under 
cross-currents of pressure. Brilliance Auto- 
motive, which obtained a New York 
listing, could not have listed in Hongkong 
because its supervoting shares are not 
allowed there. Some analysts thought 
that policy made the Hongkong exchange 
appear rigid, so the exchange is now re- 
examining the merits of that rule. Yet the 
exchange could be courting strong 
criticism if it establishes precedents that 
are too lax. That, in turn, could under- 
mine the credibility that leads the Chinese 
to seek listings in the colony in the firs! 
place. 

The Hongkong exchange does have 
some sanctions: it can suspend trading anc 
ultimately delist shares. But concerns abou! 
investor protection are hardly unwar- 
ranted, given the history of B share offer- 
ings (in which only foreigners can invest) 
Some Chinese issuers have done things like 
not using proceeds in the manner prom- 
ised, failing to notify shareholders of meet- 
ings in the specified time, and being much 
less forthcoming about results after listing 
than they were before. 

Meanwhile, lawyers are scrambling tc 
make the two systems compatible. “Тһе 
Chinese seem to have something called the 
duty of loyalty which corresponds to ош 
concept of fiduciary duty," one attorney 
notes hopefully. 

Whether that concept of loyalty mean: 
duty to the new shareholders or to the state 
enterprise and ministry that retain major 
ity control will not be tested any time soon 
Shanghai Petrochemical, the Chinese nomi: 
nee to go first, is not expected to be in pre 
sentable form for another six to eiglv 
months. m Henny Sende! 
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The Single European Market: 
A major step towards integration 


On January 1, the Single European 
Market was officially launched, creating 
new opportunities for businesses and 
consumers throughout the EC. Many of 
the benefits of market integration, 
however, will also be enjoyed by most 
Efta countries, once the European Econ- 
omic Area becomes reality. 

A crucial element in ensuring pro- 
gress towards a barrier-free market has 
been the timetable adopted for the pro- 
ject, whose momentum has spurred 
investment in the run-up to the Single 
Market and will continue to do so in the 
years ahead. While integration has been 
gradual and is not yet complete, the fact 
that most border controls have been 
eliminated inside the EC is indicative 
of what has been achieved so far. Tran- 
sitional arrangements and deadlines have 
been agreed in a number of areas, such 
as taxation and insurance. And about 
25% of the almost 300 individual EC 
directives still have to be translated into 
national legislation. 


Removing the barriers 


Although the EC has been a customs 
union since 1968, certain institutional 
and technical barriers have remained. 
The Single Market project introduced a 
new principle of integration: as much 
harmonisation of standards as necessary, 
as much mutual recognition as possible. 
This accords well with the newly 
espoused principle of subsidiarity, or 
decision-making at the lowest appropri- 
ate level, although it should not be 
allowed to undermine the dynamics of 
the Single Market. 

Obvious cases for EC-wide legislation 
are competition and environmental pro- 
tection rules. Most restrictions on intra- 


"TheSingle Market will provide 
Europe's economies with a 
lasting supply-side stimulus." 





EC capital movements have now been 
lifted. And in view of the increasing 
volume of cross-border investment 
within the EC as 1993 approached, the 
double taxation of affiliated companies 
was abolished, while European merger 
controls were tightened. 

Now customs checks 
inside the EC are to be 
eliminated. For the time 
being, however, paper- 
work will hardly be re- 
duced, since — up to 1996 
at least — value-added tax 
on goods exported within 
the EC will still be levied 
in the country of desti- 
nation rather than in the 
country of origin. 

In the EC's external 
trade policy, quotas for 
certain products will have 
to apply throughout the 
Community. The liberali- 
sation of rules on cabotage in road 
transport has been delayed by disputes 
on tax issues. 

In principle, banks are now free to 
offer their services anywhere within 
the EC. And since 1989, the Council's 
directives have ensured adherence to 
minimum capital adequacy and solvency 
standards. However, banks from EC 
countries that have been slow to in- 
corporate these rules into national 
legislation will still have to submit to an 
additional licensing procedure before 
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they can set up shop elsewhere іп the 
Community. 

In the area of public procurement as 
well, which accounts for 1596 of the 
EC's combined GNB comprehensive 
deregulation is being held up by the 
failure of some member countries to 
translate EC directives into national law. 
Last but not least, labour mobility, es- 
pecially as regards professional people, 
will be improved significantly by mutual 
recognition of qualifications. 


The progress made towards implementation 


Percentage share of EC directives incorporated into national legislation 
as of December 8,1992 
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Although much has been achieved 
within a relatively short space of time, 
some key issues have yet to be resolved 
and several practical questions must be 
tackled. All the same, *1993" is a major 
step forward at a time when Europe's 
economies clearly need a supply-side 
stimulus. Indeed, the recent focus on 
Maastricht and EMU should not be 
allowed to obscure the fact that the Single 
Market project will have a much greater 
impact on European growth than monet- 
ary union would have. 
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Е of Pakistan lies not in its mullahs or 
generals but in people like Bilqis 
Begum, a middle-aged mother of five who 
goes every day from her simple cement- 
block home in Orangi, a Karachi suburb, to 
work as a nurse in a city hospital. 

"This is the real revolutionary change 
that is taking place in Pakistan — the emer- 
gence of women from 1,400 years of segre- 
gation," said Akhtar, a 78-year-old social 
worker renowned across South Asia. "Eve- 
rything is bad for women in Pakistan, but 
in cities like Karachi this revolution is the 
emancipation of women." 

The changes Akhtar has nurtured in 
Orangi over the past 12 years, and before 
that in what is now Bangladesh, are meas- 
ured in simple steps: more women going 
out to work, more girls attending school, 
more children getting polio and typhoid 
shots, lanes that are dry instead of running 
with sewage, second storeys being added 
to houses. 

The success of schemes like his Orangi 
Pilot Project have been turning perceptions 
among international development workers 
upside down. People on the margin of so- 
ciety — previously seen as passive, lacking 
resources, illiterate, superstition-bound — 
have been galvanized into improving their 
life with the little they have. Government 
agencies, with their banks of engineers and 
planners, have been exposed as ineffective, 
even fraudulent, at micro-levels of invest- 
ment, the funds from lending agencies 
such as the Asian Development Bank often 
wasted. 

Akhtar's own life mirrors the change he 
promotes. Born into a well-off Muslim fam- 
ily in northern India, he won selection into 
the bureaucratic elite of the British Raj, the 
Indian Civil Service, and later spent two 
years at Cambridge. In 1945, he quit and 
worked ag a labourer for a tenth of the sal- 
ary, then as ә, teacher. At partition, he 
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PROFILE 
Akhtar Hameed Khan 


Pakistan’s 


Populist 


Social Worker 


This 78-year-old galvanizes people to improve 
their lives by their own efforts, sidestepping ineffective 


government programmes 


moved to East Pakistan, where he started 
programmes to organise villagers and 
slum-dwellers. Like many Urdu-speakers, 
he left when Bangladesh broke away in 
1971, and after teaching development eco- 
nomics for seven years at Michigan State 
University, came to Karachi. 

With the help of Agha Hasan Abedi, 
founder of the latterly notorious Bank of 
Credit and Commerce International, 
Akhtar started working in Orangi in 1980. 
The area had been a desert until the late 
1960s. Slum clearances in central Karachi 
pushed whole neighbourhoods out, then 
came an influx of so-called “Biharis” 
(Urdu-speakers) from Bangladesh, and 
later Pathans from the Northwest Frontier. 

As the population grew (it is 1 million 


© The old tooth in the 
child’s mouth is 
being pushed out of 
the way e 


now), Orangi became a squalid slum, with 
bucket latrines tipped into open channels 
in the lanes, and a water table only six 
inches below ground because of poor 
drainage. Houses crumbled because of ris- 
ing damp, and children perished in epi- 
demics. The city government did little: 
Orangi was not even marked on its maps. 
Akhtar’s project started with fundamen- 
tals: sewerage. 

Now, of the 6,350 lanes, 4,700 have been 
sewered, with residents contributing Rs 53 
million (US$7.13 million) of their own 
money. The neighbourhood organisations 
that started with collecting money for the 
sewer lines and supervising construction 
have gone on to be used for other 
purposes, such as spreading information 
about health and nutrition, education, fam- 
ily planning, and building techniques. 
Child immunisation is near total, epidem- 
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ics of diseases like hepatitis greatly re- 
duced, and about 90% of girls attend 
school. The government provides electric- 
ity and water, but little else: all the 500 


schools are privately run. 
R Akhtar’s aid in a case that, to many 
Pakistani intellectuals, is sympto- 
matic of the country’s surrender to reli- 
gious obscurantists. In 1981, Akhtar wrote 
a poem called “The Fool and his Lion"— 
about a man who reared a lion cub until i! 
grew big and ate him — and in 1987 it wa: 
published as a children's book by Oxforc 
University Press. In 1991, the rumour was 
spread — by a dismissed Orangi employee 
Akhtar said — that the “fool” alluded tc 
the Prophet Mohammad, since his son-in- 
law, Ali Ibn Abi Talib, was known as the 
"Lion of God." 

Islamic scholars issued a fatwa (verdict 
against the book, which was then banned 
Akhtar was prosecuted for defaming the 
prophet, a charge that carries the deatk 
penalty. Akhtar has made seven court ap- 
pearances so far, without any police еуі 
dence being offered. However, the fatwe 
still stands. 

Akhtar said he will not write any mort 
poetry, but not because he is afraid of the 
clergy. "People who are 78 should no 
write poetry because their emotions are sc 
weak," he said. "I can versify but ther 
would be no real passion in it." 

His own words about the social changt 
he sees in Pakistan contradict him. "Go tc 
the offices of the government and you wil 
see the decay,” he said. "But if you go tc 
the low-income areas the new society i: 
emerging. People are depending on thei: 
own efforts, building their own houses 
their own schools. This is the future — the 
superstructure is only obstructing it. The 
old tooth in the child's mouth is bein; 
pushed out of the way. I am not interestec 
in the old tooth. I am only interested in th 
new tooth." L 


ecently, Orangi's mullahs came tc 
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LETTERS 


No faith in governments 

This refers to your article [Shattered cov- 
enant, 17 Dec. '92]. The events of 6 Decem- 
ber 1992, in which a 464-year-old Islamic 
mosque was demolished at Ayodhya, In- 
dia — along with the damage to the Sikh's 
holiest temple at Amritsar a few years back 
— have not only exploded India's claim of 





; secularism. More seriously, these events 
| have created deep wedges between the 
; majority religion and the minority religion 
i Ge., Islam and Sikhism). It may take centu- 
| ries of Herculean efforts on the part of In- 
| dia as a whole to bring itself back to the 
| state that existed before the destruction of 
| the mosque. 


If such efforts are not started right 


| away, many more places of worship are in 
| danger of meeting the same fate as the 
| Ayodhya mosque and Amritsar temple. 
| Even a very small minority such as the 


Christians have appealed to the Indian 


| president to guarantee their safety. 


SHEZAD AHMED 
Islamabad 


| All booked up 

| Jeez, was І impressed with the book list 
| put together by your celebrity readers [Our 
| favourite books, 24-31 Dec. '92]. 


Chaucer, Shakespeare, Beowulf; the in- 
side story on the Korean Democratic Re- 


| public; a new view of Deng Xiaoping by a 


disciple of Hu Yaobang; the autobiography 


| of the Dalai Lama and an exploration of 
| the importance of random information to 
| the efficiency of the human brain. 


Not a Sidney Sheldon or a Robert 
Ludlum in the lot. These guys are so ele- 
vated, І bet not one of them even knows 
Madonna too wrote a book in 1992, though 
to use the word "wrote" may be to exag- 
gerate a tad. Chris Patten's tastes are so 
refined he has to re-read books the rest of 
us never heard of in the first place. 

I have only one question. If all these 
bright lights are reading such intelligent 
books, how come the world remains so 
screwed up? 

WILLIAM K. McPARLAND 
Hongkong 


! Substance abuse 
| Stephen Bailey is wrong, dead wrong 
| [LETTERS, 10 Dec. '92]. Plutonium is not “the 


most dangerous known substance." Has he 
ever heard of botulism or anthrax? If he 


; had said “weapons grade plutonium 239,” 
; he might have at least had a case. The plu- 
_ tonium carried by the Japanese ship the 
| Akatsuki Maru, for example, includes sig- 
| nificant amounts of plutonium 240, which 
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cannot ever be made to go prompt critica 

— or "blow up." There are fifteen isotope: 

of plutonium — each having its own ra 

diation characteristics. Let's start a discus 
sion from there, shall we? 

C. C. BROOKE 

Exploration Manage 

Minera Mount Isa Chile S. A 

Santiago, Chile 


Polite kowtow 

In response to Kelsang D. Aukastang': 
comments regarding your 17 Decembei 
1992 editorial "Peking smashes some 
golden eggs" [LETTERS, 14 Jan.], I wonder i: 
the treaties China was forced to sign wit 
the invading foreign countries a century 
ago might ring a bell? Although Britain ha: 
unilaterally begun to breach points agreec 
to in the Sino-British Memorandum of Un- 
derstanding on Hongkong, this has beer 
portrayed as China's dishonouring hei 
word! 

The kowtow is in fact a sign ol 
courtesy in China. But if cooperatior 
means kowtowing to the Chinese Govern- 
ment, would China's compromise with 
Britain (should this come about) be viewed 











as China's kowtowing to Britain? 

Regarding S. Wallis' letter in the same 
issue, we Hongkong people would prefer 
to live in a place under a thriving and ro- 
bust economy with some constraints on 
personal freedom than under the kind of 
anarchy that kills and ruins and destroys, 
such as what we are today witnessing in 
Yugoslavia/ Bosnia /Serbia. 

Would Europeans prefer to live in the 
areas of the former Soviet Union where 
there is a shortage of everything save death 
and destruction? Neither would we. 

CYNTHIA SZETO 
Hongkong 





The REVIEW welcomes letters to the editor. Let- 
ters may be mailed to the Editor, Far Eastern 
Economic Review, GPO Box 160, Hongkong. 
They may also be faxed to (852) 503-1530. Let- 
ters must include the writer's name апа ad- 
dress. All letters are subject to editing for length 
and clarity. 
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EDITORIAL 


The lessons of Saddam 





Asia's interest in a New World Order 


s Saddam Hussein really back? Two years after Ameri- 


of Iraq for its latest incursions into neighbouring Kuwait, 
stonewalling of UN inspectors and general refusal to live up 


| now for a world where trade crosses borders, but land- 


can-led UN forces rained destruction on Iraq, all eyes are | 
fixed on Baghdad. Despite the renewed Allied bombing | 


grabbing troops do not. We have no doubt that a world 
where dictators like Saddam must think twice about threat- 


| ening smaller neighbours is the kind of world that the peace- 


| ful nations of Asia would like to see. 


to the terms of last year's peace agreement, Saddam contin- | 
ues to press his claim on Kuwait in remarkably blunt terms. | 
President-elect Bill Clinton has loudly assured the Iraqi | 


strongman he can expect no change in policy with the new 


administration. But Saddam’s resilience and defiance indi- | 


А 


| Cambodia. Any chance for peace there depended on recog- 
| nising both the Khmer Rouge's bad faith and the vested 
| interests in Thailand that support the violent group. But 
| little more than a year after negotiators in Paris clinked 
of their oil. Nations with large numbers of Muslims feared | 


cates that the birth of the New World Order has its compli- 
cations. 

In Asia we watch with some trepidation. Although few 
supported Saddam's naked grab of neighbouring Kuwait, 
virtually all the countries in this region had enough inter- 
ests in the Gulf to make them cautious about the first Gulf 
War. Almost all of the most advanced economies, such as 
South Korea and Japan, depend on the Middle East for 70% 


public reaction to the thought of American and European 
forces on a fellow religionist's soil. Even poor countries such 





as the Philippines were involved by way of tens of thou- | 


sands of guest workers in the Middle East. 

These all remain reasons for concern. But they also tend 
to confirm rather than contradict the interests of keeping a 
regional thug at bay. Indeed, it was precisely this same in- 
terest that saw the Islamic nations of the Arab world unite 
against Iraq and enter into an alliance with America and 
European powers. The energising principle justifying the 
use of force included Saddam's annexation of Kuwait, the 
menace he posed to the rest of the region and the implica- 
tions this aggression left unchecked would have on world 
oil flows. 


What made the UN so effective in this case was the | 
American leadership and hence accountability in what is | 
now clearly seen as the first post-Cold War war. Had the | 
UN effort been effected in the traditional manner, Kuwait | 
would still be part of Iraq, Saudi Arabia's independence | 


would be imperilled and Saddam would enjoy the vast | 


power that would come from having de facto control over | 
the world's oil supplies. Indeed, as we can see from experi- | 
| and strip the group of its legitimacy by expelling it from the 


ence including in this part of the world (see editorial below), a 


UN left to its own devices or without one country taking | 
ultimate responsibility for the result is a toothless threat. | 
Who is accountable for the mess in Yugoslavia, Lebanon | 


and, especially, Cambodia? 


Certainly the advent of a US-led United Nations will not | 


mean an end to conflict in the world, even if the UN proves 
to be a constructive institution. US marines cannot be called 
in to resolve every dispute, and well-intentioned interven- 
tions in places like Somalia can get bogged down by hazy 
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Bleeding Cambodia 
Logjam at the UN 


s the architects of a New World Order struggle with 
their blueprint for international security, they might 
take a closer look at what their efforts have brought 





champagne glasses, the United Nations' Transitional Au- 
thority in Cambodia (Untac) has arguably made the situa- 
tion worse by confirming to the Khmer Rouge that there is 
more profit — and no penalty — in defying UN strictures 


| than in obeying them. In this regard Cambodia remains a 
| perfect lesson in how not to go about a peace plan. 


To be sure, no one expected this to be easy. But the 
Khmer Rouge from the start approached the Paris accords 
not as a strategy for peace but as a tactic for control. They 
have been abetted by neighbouring Thailand, and not only 
as a hedge against Vietnam. Thai military and financial fig- 
ures also have a substantial interest in the vast gem-mining 
and logging activities sanctioned by the Khmer Rouge along 
the border. In an exclusive report last week, the REVIEW 
quoted a secret Thai National Intelligence Agency paper 
estimating that the Khmer Rouge might earn as much as 
US$1 billion from logging contracts alone, including one 
with the Thai Government. What this means is that absent 
strong international pressure on Thailand, sanctions can 
have no teeth. 

Having ruled out the military strike advocated by French 
Gen. Michel Loridon, Untac has few options left. First start 
would be to exclude the Khmer Rouge from the elections 


Supreme National Council of Cambodia, the 12-member 
coalition that is the legally recognised representative of the 
country. What Cambodia needs most from the rest of the 
world is help in setting up a government strong enough 
keep the Khmer Rouge at bay, and at this point the only 
legitimate reason for going ahead with an election is to do 
just that. If Untac hopes to extricate itself with any honour, , 
it must stop trying to entice the Khmer Rouge into the proc- 


| ess and begin trying to ensure the integrity of that process 
goals. Still, we in this region can see the great opportunity | by keeping them out. s 
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Aquanaut Sylvia Earle probes earth’ other space. 


In Maui a woman hangs suspended in | 
the depths of the Pacific, eye to eye with 
the great humpback whales of Hawaii. 

Dr. Sylvia Earle is a marine biologist, 
oceanographer and botanist. The sea is 
her element. Here she has spent more 
than 5,000 hours — just over 200 days. 

Неге she explores, observes, and searches | 
for ways to conserve marine life. ТЫ 

She has directed or participated іп 
more than fifty expeditions. Few divers 
have spent more time under waters as 
diverse as the Pacific Ocean and the 
Red Sea. Diverse. And deep. 

For her deepest dive - 1,250 feet 
down to the floor of the Pacific — Dr. 
Earle relied on а massive diving suit to 
protect her in such an alien environment. 

In just such a way, the Rolex that Dr. 
Earle wears relies 
on its massively 


strong case to protect 





the delicate movement 
within. Indeed, so rugged is the Oyster 


case that sculpting it from a solid block 


of metal requires pressures of up to sixty tons. 


Inside the case beats a movement that has 


taken a year to make, from the very % s 


The movement is further protected 


first operation on the first tiny 
part through to final assembly by 


our craftsmen in Geneva. 


This ingenious device screws down 


on to the Oyster case, closing as 





Finally, every single Rolex must undergo 





by the Twinlock winding crown. 


securely as the hatch of a submarine. 





— шне SENS 





fifteen days and nights of rigorous testing at the 


hands of an Independent Swiss Institute, the 

Contréle Officiel Suisse des Chronométres. 
The making of a Rolex Oyster is an extra- 

ordinary process. But it helps explain why these 

timepieces have accompanied their 

wearers on so many extraordinary W 


ROLEX 


journeys. Men of Geneva 





The Rolex Datejust Chronometer, medium size, in steel and 18ct. gold. Also available in 18ct. yellow gold or in stainless steel. 
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COVER STORY 


P ower shortages, brownouts and 
blackouts are a warning to Asia's 
rapidly developing countries: the economic 
boom is overwhelming the infrastructure. 
Review correspondents report how 
economic growth is imperilled by energy 
shortages — as well as by clogged roads, 
overloaded telephone lines and a lack of 
trained personnel. In addition, countries 
in the region increasingly must choose 
between economic growth and protecting 
the environment. Page 44. 

Cover illustration by Yuen Tai Yung 
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MALAYSIA 


The die is cast 


Constitutional crisis looms over Sultan' privileges 








alaysia's sultans have rejected 
M amendments tabled by the gov- 

ernment to limit their immunity 
from prosecution, plunging the country 
into a constitutional crisis. Speaking at a 
special session of parliament debating the 
amendments, Prime Minister Datuk Seri 
Mahathir Mohamad said: “We are facing a 
constitutional crisis because the rulers up- 
held the letter of the law and not the spirit 
of the law." 

The letter of the law states that no bill 
affecting the rights and privileges of Ma- 
laysia's hereditary rulers can become law 
without their consent. The government, 
however, insists that the amendments 
passed at the special parliamentary session 
on 18-20 January will become law even if 
the king refuses to give his assent. 

The move to limit royal privileges was 
sparked by the alleged assault of a school 
hockey coach by the sultan of Johor in late 
November. No issue has generated as 
much legal and political controversy since 
the government last limited the power of 
the constitutional monarchy a decade ago. 
Observers say there is more public support 
for a dilution of royal prerogative this time, 
but the rulers have stood their ground, ap- 
parently suspecting that the curbs could 
herald more fundamental changes to the 
position of the monarchy. 

Both sides have, publicly at least, 
adopted tough, uncompromising stances, 
leading observers to contemplate more 
drastic scenarios, including the suspension 
of the country's constitution while the gov- 
ernment resolved the issue. 

"It is too late for an amicable settlement 
of this issue, maybe we should push it all 
the way," said Sen. Nazri Aziz, vice-chair- 
man of the ruling United Malays National 
Organisation (Umno) Youth wing. "We 
shall go on to achieve our objectives, what- 
ever it takes," Datuk Seri Najib Abdul 
Razak, the Umno Youth chief, said. 

More radically, one Umno legislator has 
suggested that if conflicting interpretations 
of the constitution could not be resolved, 
the government should consider rewriting 
the constitution. “I say we give the rulers 
one month to give their consent. If they 
remain stubborn, the government should 
react by rewriting the constitution,” MP 
Shahidan Kassim from Perlis state said. 

Observers say this would mean sus- 
pending the current constitution and de- 
claring a state of emergency. Mahathir 


12 


would not rule out the possibility, but said 
“we will avoid it if we can." Analysts see 
the idea as part of an Umno strategy to put 
pressure on the rulers. 

Until almost the last moment, the gov- 
ernment believed it had won royal assent 
for its proposals, which apart from limiting 
legal immunity, also affect the dispensing 
of royal pardons and allow for freer public 
criticism of royalty. A series of meetings 
between the rulers and government lead- 
ers before the special parliamentary sitting 
prompted the administration to announce 
that a middle ground had been found. 

Then, two hours before parliament met, 
the rulers issued a strongly worded state- 
ment rejecting the amendments entirely. 





The Conference of Rulers, comprising all 
nine sultans, said the proposed law 
^would, if brought into effect, make radi- 
cal changes to the sovereignty, position and 
dignity of the Malay rulers." 

The REVIEW has learnt that the rulers 
had rejected the draft law earlier, but de- 
layed a final decision in response to gov- 
ernment pleas for a compromise. Subse- 
quently, the government proposed that a 
special court would be set up just for the 
rulers. “We thought this was the end of the 
issue," said Mahathir. 

Mahathir was disappointed — some of 
his supporters say tricked — after the full 
Conference of Rulers unanimously rejected 
the compromise formula. ^No law has ever 
before been introduced," the rulers' state- 
ment read, “which proposed to bring about 
such radical changes with far-reaching con- 
sequences on the sovereignty of the Malay 
rulers and on the power of the states per- 
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taining to the Malay rulers.” 

Proposing the amendments in parlia- 
ment, Mahathir claimed he was “forced” 
to propose changes to the constitution to 
protect the people from “being victimised 
by the rulers.” The sultan of Johor’s alleged 
assault of the hockey coach was, he said, 
“the straw that broke the camel’s back.” 

Mahathir deployed a range of argu- 
ments to support his case. Royal immunity 
was presented as a colonial legacy. “Be- 
cause the Malay rulers during colonial rule 
listened to advice, it was believed the rul- 
ers would not act outside the law,” he said. 
“Sovereign immunity is a feudalistic prin- 
ciple” which has been abolished in the 
West, Mahathir added. There were also 
veiled allusions to tougher action. Without 
the amendments, Mahathir warned, “it is 
not impossible that one day, demands will 
be made to do away with the rulers de- 
spite what is provided for in the constitu- 
tion.” 

Indeed, sources close to the rulers say, 
the main reason for their rejection of the 
amendments was the suspicion that Ma- 





hathir would like to see their role dimin- 
ished further. “They must have said ‘if we 
sign this law, we are giving Mahathir ex- 
actly what he wants’,” a political analyst 
said. 

Having not quite got what he wanted, 
observers say, Mahathir has reached a dan- 
gerous political crossroads. There have 
been strong calls from within Umno to 
close the door to further negotiations with 
the rulers, though the rulers and the oppo- 
sition have asked for more talks. 

There are also legal choices to be made. 
Before the rulers rejected the amendments, 
the government had accepted that they 
could not become law without royal as- 
sent. The constitution makes this clear in 
Articles 38 (4) and 159 (5). This position 
has changed. Citing a broader interpreta- 
tion of the constitution, Mahathir now 
says that Article 66 (4) — the key change 
made in 1983 — allows any bill to become 
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aw if, after 30 days, the king does not give | I N D I A 


is assent. “If they [the rulers] want to dis- 
ute it, they can go to the courts," said Ma- 
iathir. 

Asked by the REVIEW about the consti- 
utional position, Law Minister Datuk Syed 
Jamid Albar admitted that, strictly speak- 
ng, Article 66 (4) is inapplicable. But he 
aid that the constitution could be con- 
trued more broadly. 

The opposition Democratic Action 
"arty (DAP) considers the position less am- 
»iguous, and questions the amendments 
m the grounds that their rejection by the 
"ulers rendered the parliamentary debate 
inconstitutional. "It is improper to push 
his through," DAP leader Lim Kit Siang 
iaid. The party abstained from voting on 
he bill, though it had earlier supported the 
imendments. More vehemently opposed 
o the proceedings was Semangat '46 — an 


»pposition party formed by dissidents | 


rom Umno — which considers the move a 
threat to the monarchy, and therefore to 
the dominance of the Malays. 

But, there was no danger of the bill be- 
ing defeated. Umno and its allies have 126 
MPs in the 180-strong lower house. In the 
event, 133 MPs voted for the bill. The big- 
zer question is: what next? Judging by his 


| 


New faces, old policy 


Impact of cabinet changes is uncertain 





By Rita Manchanda in New Delhi 


ndian Prime Minister P. V. Narasimha 
Г mid-January cabinet reshuffle 
was designed to cope with an antici- 
pated stormy parliamentary budget session 
next month. But fresh faces in the govern- 
ment are not likely to give him the impetus 





| he needs to recover from the crisis caused 





| leftist opposition groups 


comments, Mahathir would like to see the | 
rulers challenge the bill in the Supreme | 


Court. Summing up at the end of the 15- 
hour debate, Mahathir argued that there 
really was no need for the rulers to give 


their assent since the actual fact of their | 


immunity was nowhere stated in the con- 


stitution. “It is not that the rulers are im- | 


mune or above the law, only that they can- 
not be taken to court," he said. 





therefore does not affect their position and, | 


according to the constitution, does not re- 
quire their assent. “They may argue that 
this is a privilege, but that is up to them to 
explain in court,” he said. 

Some MPs saw the legal arguments as 
only the opening salvos of a much more 
dangerous political battle. If the rulers con- 
tinue to stand firm, the fear is that splits 


within the Malay community could widen. | 


Quite apart from the threat this poses to | 


Mahathir’s rural support base, there is al- 
ready talk of confrontation on the ground. 
“Now the palace, with support from Se- 


mangat '46, wants to rally people. We can | 


get the people together too if we want to 


— to shed blood over nine people," said | 


MP Shahidan. 
Sources close to several royal families 


say the rulers are in a defiant mood. The | 
local press has fuelled their anger with rev- | 


elations of wealth and extravagance. Most 
observers are therefore certain that the 
passing of the amendments only sets the 
stage for more confrontation unless an ac- 
commodation can be reached between the 
rulers and the government. " 
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| ment. The new lineup also 
Since the amendments only seek a way | 
to bring them to court, Mahathir added, it | 


by the destruction of the Ayodhya mosque 
by Hindu militants in December. 

The Hindu revivalist Bharatiya Janata 
Party (ВЈР) will certainly cross swords with 
the ruling Congress party over the han- 
dling of communal riots since early Decem- 
ber. While in the past the BJP supported 
fiscal and economic reforms, it is likely to 
oppose them — for politi- 
cal reasons — this time. The 


have never been keen on 
the government's liberal 
economic policies. 

The bright side of Nara- 
simha Rao's move is that 
the induction of four new 
cabinet ministers and 10 
junior ministers on 18 Janu- 
ary bolsters the economic 
reformists in the govern- 


increases the representation 
of religious minorities 
which bore the brunt of re- 
cent communal violence 
and brings in some MPs 
not allied with the prime 
minister's rivals in the rul- 
ing party. Finance Minister 
Manmohan Singh, the key 
reformist, retains his job. The Commerce 
Ministry has been elevated to cabinet sta- 
tus and is now headed by veteran MP 
Pranab Mukherjee. Mukherjee was finance 
minister in the early 1980s when the first 
steps towards economic liberalisation were 
taken by New Delhi. 

Another portfolio related to reforms, the 
Power Department, has also been up- 
graded to cabinet status and awarded to 
N. K. P. Salve, also a Congress stalwart and 
ex-minister. India has recently opened up 
power generation, which had earlier been 
a public-sector preserve, to foreign private 
investment. Salve's role in attracting for- 
eign capital will be crucial in coping with 
the country's perennial energy shortage. A 
newcomer will head yet another depart- 
ment connected with foreign investment: 
Satish Sharma, a close friend of former 


\ 


his job. 
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Manmohan Singh keeps 


prime minister Rajiv Gandhi, has been ap- 
pointed as petroleum minister. 

One of the reasons cabinet changes had 
become urgent was that the prime minister 
himself had been holding several crucial 
portfolios until lately. He will hand over 
external affairs to Dinesh Singh, a long- 
standing Congress MP, who in the past has 
handled commerce and foreign affairs. 

The cabinet minister whose record was 
sullied most by the Ayodhya episode was 
Home Minister S. B. Chavan, a loyal fol- 
lower of the prime minister. There had 
been speculation that he would be re- 
moved in the reshuffle. In the event, 
Chavan retained his position, albeit with 
diminished authority. Rajesh Pilot, one of 
the prime minister's key 
trouble-shooters, will take 
over responsibility for in- 
ternal security. 

With the obvious inter- 
ests of the Muslim minor- 
ity in mind, Narasimha 
Rao promoted Salman 
Khursheed from deputy 
minister to minister of state 
in the External Affairs Min- 
istry. Two other Muslims, 
Abrar Ahmed and P. M. 
Syed were brought in as 
junior ministers. 

Human Resources Min- 
ister Arjun Singh, a major 
rival of the prime minister 
and a critic of New Delhi's 
policy on Ayodhya, was 
left in place. But M. L. 
Fotedar, a junior minister 
critical of the handling of 
Ayodhya, was sacked in what analysts be- 
lieve may have been intended as a warn- 
ing to Arjun Singh himself. Arjun Singh 
has been the main proponent in the cabi- 
net of the interests of the Hindi heartland. 
New Foreign Minister Dinesh Singh, who 
hails from the same region, provides an 
obvious counterweight to Arjun Singh. 

Whether Narasimha Rao's belated act 
to balance the various factional and policy 
pressures will give a new impetus to the 
government remains uncertain. The BJP has 
dismissed the cabinet reshuffle as of no 
consequence and called for snap general 
elections. Several leftist parties have de- 
manded the prime minister's resignation. 
Given these circumstances, how the new 
cabinet fares under the parliamentary on- 
slaught next month will test the strength of 
the government. п 
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BRIEFING 


SRI LANKA 
Blow to Tiger rebels 


The separatist Liberation 
Tigers of Tamil Eelam, who 
are locked in a civil war with 
government forces, lost one of 
their main leaders, Sathasivam 
Krishnakumar — also called 
Kittu — and 10 senior cadres, 
when а ship believed to be 
carrying arms for the Tigers 
was scuttled in the Indian 
Ocean to escape capture by the 
Indian navy. The ship, which 
had been set ablaze, sank soon 
afterwards. Kittu had served 
as commander of Jaffna, the 
Tiger heartland in northern Sri 
Lanka, and was Tiger leader 
V. Prabhakaran's chief deputy. 
Shops, schools and businesses 
in Jaffna closed down after the 
Tigers declared a three-day 
mourning period. Police 
protection at the Indian High 
Commission in Colombo has 
been stepped up in 
anticipation of retaliation by 
the Tigers. 


VIETNAM 
Traitor's music 


Vietnam has banned a popular 
Ho Chi Minh City singer from 
performing and ordered the 
confiscation of his music tapes 
following his arrest at a 
birthday party where 
participants allegedly used 
drugs and had a sex orgy. 
Official newspapers have 
reported that Pham Ngoc Son, 
24, was also charged with 
singing anti-communist songs 
and music praising soldiers of 
the former US-backed South 
Vietnamese government that 
was defeated by communist 
forces in 1975. 





NORTH KOREA 
Nuclear anxiety 


There is "disturbing evidence" 
that North Korea is continuing 
to deceive inspectors about 
that country's nuclear 
programme, outgoing US 
Central Intelligence Agency 
chief Robert Gates said in a 
newspaper interview. Gates 
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said “we don't know" whether 
Pyongyang has decided to end 
its nuclear weapons 
programme. International 
inspectors are anxious to 
examine the natural uranium 
core of a reactor at Yongbyon 
to confirm or end speculation 
that some of the material has 
been diverted to weapons 
applications. North Korea has 
said it will shut the reactor 
down by mid-1993. 


TAIWAN 
Copyright overture 


At their final session before the 
new legislature convenes in 
February, Taiwanese 
lawmakers rushed through 
approval of a copyright 
protection agreement with the 
US on 18 January which 
placed reservations on eight 
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out of 22 articles that 
lawmakers claimed either 
were contrary to the 
constitutions of the US or 
Taiwan or violated 
international copyright 
conventions. The US had 
threatened retaliatory trade 
measures if the legislation was 
not passed, but it was unclear 
whether the lawmakers' action 
would satisfy Washington. 


Cash for jet deals 


The first year's payment for 
the purchase of foreign fighter 
aircraft was approved by the 
Taiwan legislature on 14 
January on the condition that 
there should be local 
procurement or technology 
transfer valued at no less than 
10% of the purchase price in 
the coming years. Taiwan has 
agreed to buy 150 F16 fighter 
jets from the US and 50 
Mirage 2000-5 jets from France 
at a total cost of more than 
05812 billion, with first 
delivery expected in 1994. 





PHILIPPINES 
Senate chief ousted 


Neptali Gonzales was ousted 
as Senate president on 18 
January in favour of Edgardo 
Angara, who was backed by a 
majority of the 24-member 
upper house of Congress. 
Although both senators are 
members of the opposition 
Laban ng Demokratikong 
Pilipino party, Gonzales 
claimed that Angara was 
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backed by President Fidel 
Ramos, with the move 
intended to ensure the suppor! 
of the legislative body for the 
current administration. The 
powerful Senate leadership jot 
is traditionally viewed as a 
stepping stone to the 
Philippine presidency. 





MACAU 


Preparing for 1999 


The Macau Basic Law Drafting 
Committee submitted the final 
draft of its basic law to 
officials in Peking on 16 
January. The law will serve as 
Macau’s constitution after the 
Portuguese colony reverts to 
Chinese sovereignty in 1999, 
The law is now awaiting 
ratification by China’s National 
People’s Congress. 





Qian found weaknesses. 


CHINA 


Chemical weapons ban 


Peking joined 125 other 
countries in signing the 
convention banning chemical 
weapons on 14 January. 
Foreign Minister Qian Qichen, 
who signed the document in 
Paris, delivered an official 
position paper to the UN 
pointing out weak points in the 
convention. Peking also asked 
Japan to take responsibility for 
removing over 200 shells and 
1,000 tonnes of toxic chemicals 
abandoned by the Japanese 
army in China during World 
War II. 
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UNITED STATES 


Reorientation process 


New US secretary of state outlines Asia policy 





By Susumu Awanohara in Washington 
В ill Clinton won last year's election 





by promising to be a domestic presi- 

dent. But as he moves into the 
White House, Clinton inherits a host of 
unfinished international business — in 
Iraq, Somalia and in the Balkans, among 
others — left behind by his predecessor, 
"foreign policy president" George Bush. 

The most recent and comprehensive 
statement of the Clinton administration's 
foreign policy stance was contained in sec- 
retary of state-designate Warren Christo- 
pher's confirmation hearings held before 
the Senate Foreign Relations Committee on 
13-14 January. 

Clinton never enunciated his Asia 
policy during the election campaign, as 
some aides had urged him to do, nor has 
Christopher done so in the Senate hearings. 
Given that most of the world's present 
flashpoints are outside Asia, making an 
Asia policy statement by Clinton unlikely 
in the immediate future, Asian diplomats 
in Washington are closely studying the 
transcripts of Christopher's hearings for 
hints of future US policy towards their re- 
gion. 

Christopher's statements were general 
and contained few surprises, merely flesh- 
ing out Clinton's earlier positions in some 
areas. On security, for example, Christo- 
pher underlined the new administration's 
readiness to use force overseas, while also 
confirming that market opening in East 
Asia was a priority component of economic 
policy. 

The incoming administration is serious 
about promoting democracy and human 
rights abroad, but will be pragmatic and 
judicious, Christopher suggested. "His de- 
meanour, if not his message, was reassur- 
ing," one Asian diplomat noted. 

However, conservative Republican Sen. 
Jesse Helms told the Senate committee that 
Christopher had played a key foreign 
policy role under former president Jimmy 
Carter during a period "that not many, if 
any, Americans regard as our country's fin- 
est hour." 

Critics have complained that Carter was 
misguidedly conciliatory to hostile groups, 
which allegedly resulted in the Soviet in- 
vasion of Afghanistan, the Vietnamese in- 
vasion of Cambodia and the undermining 
of the Shah of Iran. 

Without responding directly, Christo- 
pher stressed that he now saw the impor- 
tance of “discreet and careful use of force 
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... and its credible threat" in conducting 
diplomacy. 

He said that the US will face vexing 
questions about the advisability of using 
force — in border disputes, civil wars, 
peacekeeping or peacemaking operations, 
and humanitarian assistance — but that 
Clinton supported Bush's recent foreign 
interventions. 

More specifically, Christopher said he 
wanted a "more robust, more muscular" 
UN, and that in Cambodia “we're going to 
have to have . . . more risk-taking at the 
UN if it's going to carry out" its mission, 
adding that the Khmer 
Rouge's refusal to coop- 
erate with the peace 
process was "unaccept- 
able" to the US. He also 
said the US must keep 
troops in South Korea so 
long as North Korea is a 
threat, "although I don't 
want to speak for all 
time." 

Pointing out that 
"economic competition 
is eclipsing ideological 
rivalry" after the Cold 
War, Christopher said: 
^We'll not be bashful 
about linking our high 
diplomatic goals with 
our economic goals." US 
diplomatic missions will 
be asked to gather 
crucial information 
about market opport- 
unities and barriers, and 
actively assist US com- 
panies seeking to do business abroad. 

Christopher cited China, Japan and 
South Korea as countries which put up 
barriers, but did not say what counter- 
measures were being contemplated. 

In promoting democracy, the US must 
use "all of our leverage . . . trade, economic 
and security assistance and debt relief,” he 
said, while adding that “by enlisting inter- 
national and regional institutions" in the 
effort "the US can leverage its own limited 
resources and avoid the appearance of try- 
ing to dominate others." 

The new administration will help oth- 
ers build democratic institutions, including 
political parties, labour unions and a free 
media. Asked to comment on the view 
that Western-style democracy may not be 
suited for Asia, Christopher disagreed 
with the view "that there are some ethnic 
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Clinton's foreign-policy team 
explains its views. 


characteristics that require a certain Kind 
of governing" or "that somehow Asians 
have to have only a soft form of democ- 
acy." 

He also echoed Clinton's mixed views 
on China, acknowledging its economic 
progress but expressing grave concern 
about its arms exports, human-rights vio- 
lations and "abusive" trade practices. 
Asked directly whether he would recom- 
mend linking China's most-favoured-na- . 
tion (MFN) trade status with its good be- 
haviour, Christopher replied: "I don't 
think we need to think that МЕМ is our 
only tool." He said, for example, that there 
was a need to “multilateralise” the effort 
to stop weapons proliferation, though he 
added that the recent US decision to sell 
fighter aircraft to Taiwan, which angered 
China, had set back such an attempt at the 
UN. 

While criticising China's lack of respect 
for Tibetans’ “rather unique lifestyle and 
their unique traditions," 
Christopher said he did 
not "foresee the US tak- 
ing any action such as 
unilateral recognition . . . 
of Tibet because of the 
high cost that it would 
invoke in other areas." 

Christopher was em- 
phatic that Japan must 
do more to meet its in- 
ternational responsibili- 
ties. But responding to . 
Helms' comment that 
“the Japanese must have 
been doing handsprings 
with joy" to see that so 
many of Clinton's top 
appointees — including 
Christopher — have ei- 
ther had direct experi- 
ence advising or lobby- 
ing for Japanese clients 
or come from firms that 
do, he argued, in effect, 
that this would have 
been hard to avoid. 

“If there were brought into government 
anyone from any of the major investment 
banks or any of the major law firms, there 
would be some tie between that law firm 
or that investment bank and Japan. . . . The 
Japanese have been very active in our 
country, and in some ways very construc- 
tively." Christopher added that the US and 
Japan must "steer clear of the reefs of re- 
crimination" and avoid the rise of regional 
trading blocs. 

Christopher also said that US interests 
in South and West Asia included “combat- 
ing nuclear proliferation in both Pakistan 
and India, restoring peace to Afghanistan, 
seeing an end to communal strife that 
threatens India's democracy and promot- 
ing human rights and free elections in Pa- 
kistan, Burma and elsewhere." п 
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UNITED STATES 


Missing the moment 


Bush hands on Vietnam issue to President Clinton 





By Susumu Awanohara in Washington 


he sensitive task of lifting the US 

| trade embargo against Vietnam and 

eventually normalising diplomatic 

relations between the two countries now 

falls to President Bill Clinton, a critic of US 
involvement in the Vietnam War. 

After former president George Bush 
eased the embargo on 14 December by al- 
lowing US businesses to prepare for the 
full lifting of the trade ban, there was wide- 
spread expectation that he would take a 
more decisive step before vacating the 
White House on 20 January. But by the 
time a Senate committee investigating the 
fate of US service personnel listed as miss- 
ing in action (MIA) from the Vietnam War 
released its final report in mid-January, 
much of the momentum had been lost. 

An end to the trade embargo is eagerly 
awaited both by US businessmen, who 
have fallen behind competitors from other 
countries in the Vietnamese market, and 


by Hanoi, which wants to diversify trade. 
Further, a suspension of the embargo is 
widely considered a prerequisite to Viet- 
nam's access to multilateral financial aid, 
though agencies such as the IMF and the 
World Bank are impatient with Washing- 
ton's obstruction of funds to Hanoi. 

In the days preceding his departure 
from office, analysts agreed that any extra 
move by Bush on Vietnam would hinge on 
Hanoi's further cooperation concerning 
MIA remains and on the Senate report ac- 
knowledging such cooperation. 

Hanoi has yet to produce the remains 
and the Senate document's evaluation of 
Vietnam's attitude was mixed. While the 
report praised Vietnam's "very substantial 
strides towards full cooperation," it also 
stressed that Hanoi's help came "after two 
decades of non-cooperation, stalling and 
deception." 

Weighing the information, Bush chose 
not to act. The report is not a solid founda- 
tion on which he could base his next move, 


says Bill Herod of the private research 
group, Indochina Project. 

Reaction within the business commu- 
nity was also muted. Virginia Foote — 
head of the US-Vietnam trade council 
which favours bilateral trade — sees the 
document as a positive listing of coopera- 
tive Vietnamese actions which will contrib- 
ute to the lifting of the embargo. 

But the report also hinted that in addi- 
tion to the MIA issue, other factors may af- 
fect the normalisation of ties between the 
US and Vietnam. It pointed to “the closed 
and non-democratic nature" of Vietnam- 
ese politics, and added that "our policy to- 
wards Vietnam . . . should be predicated 
on a vision of the same freedoms for the 
people of [Vietnam as] that we enjoy here 
at home." 

For most Americans, the report's key 
finding was that no definitive evidence ex- 
ists to prove or disprove that some US per- 
sonnel were kept in captivity in Vietnam 
beyond 1973. However, the report refuted 
allegations that successive US govern- 
ments' knowingly abandoned American 
military personnel in Indochina. 

Asked why the report contained no rec- 
ommendations for the future of the US-Vi- 
etnam relations, committee chairman Sen. 
John Kerry said that his committee “was 
not put together to deal with the policy 
issues.” 
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After a trip to Hanoi in November, 
<erry warned Bush that Vietnamese lead- 
"rs, under pressure from communist hard- 
iners, may end their unprecedented coop- 
ration on the POW/MIA issue unless the 
JS sent some signal of appreciation. Ker- 
y's critics — including some MIA families 
— accused him of being naive or pursuing 
ais own agenda. “To say that а big break- 
hrough was made and we have to recip- 
‘ocate is nonsense,” one expert who used 
о be a key US official on the POW/MIA is- 
;ue told the REVIEW. "We know what the 
Vietnamese have — in way of information, 
irtifacts and American remains and 
hey have not come out with them,” 

Clinton may end up appreciating those 
concerns. According to conventional wis- 
lom, the new president will take his time 
mproving ties with Hanoi lest he invite a 
xnservative backlash. But some experts 
ike Frederick Brown of Johns Hopkins 
Jniversity think he may act quickly in an 
*ffort to prove, "he can hold his own 
igainst pressure groups.” 

At his confirmation hearing on 13 Janu- 
y, Warren Christopher offered no further 
lues as to how Clinton will act. Saying the 
yew administration would follow Bush's 
‘road map” for normalising US-Vietnam 
‘elations, the Secretary of State also re- 
narked that the steps stipulated there “are 
quite slow." ы 





PAKISTAN 


Army chief's 
tough task 


By Salamat Ali іп Islamabad - 
P resident Ghulam Ishaq Khan's quick 





decision to name Gen. Abdul 

Waheed to head the army surprised 
most observers, because the selection of the 
army chief is a tricky issue in Pakistan. The 
choice has to take into account the interests 
of both the top brass and the civilian lead- 
ership of the government, as the army chief 
along with the president and the prime 
minister forms the country's ruling trium- 
virate. 

Petroleum Minister Chaudhry Nisar Ali 
Khan — Prime Minister Nawaz Sharif's 
trouble-shooter — said Waheed was the 
pre-eminent candidate among the ranking 
generals, and that the president and the 


| prime minister were both agreed on him 


serving in the post. This was the reason the 
selection of Waheed was so swift — barely 
a few a days after the death of his pred- 
ecessor as against the several weeks it took 
in choosing the previous two army chiefs 





— he added. 

Waheed is not known to have any po- 
litical ambitions and is said not to have 
expressed political views during the peri- 
odic meetings of army corps commanders 
which usually discuss national issues. His 
peers describe Waheed as a strict discipli- 
narian with a strong sense of propriety. He 
even rejected a preferential government al- 
lotment of a building plot to him, indicat- 
ing that he did not want to take unfair ad- 
vantage of his rank. 

Waheed takes over at a time of domes- 
tic and international security problems for 
Pakistan. The army, which has been in- 
volved in restoring order in Sindh prov- 
ince since the middle of last year, wants to 
return to barracks by the end of February 
unless it is given additional powers to pur- 
sue terrorists with political connections — 
something the politicians in Islamabad are 
reluctant to agree to. If the army withdraws 
from Sindh the danger of renewed violence 
cannot be ruled out. 

Internationally, the army's ties with the 
US military are at a low ebb because the 
continued embargo on US arms sales to 
Pakistan has left the forces short of im- 
ported hardware and even spare parts. The 
country is also under pressure from multi- 
lateral agencies including the IMF and the 
World Bank to reduce the defence budget 
by 20% in the next two years. " 
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Southern safety 


Civil war drives Tajik refugees to Afghanistan 





By Ahmed | Rashid i in ! Mazar-e Sharit, 
Northern Afghanistan 





arely four weeks ago the civil war 

in Tajikistan finally caught up with 

Khairulia Muzaffar, a mechanical 
engineer in Sartyz, a small town 50 kilome- 
tres from the Afghan border. Last week, at 
a refugee camp on a bare, freezing high- 
land plain near Mazar-e Sharif, Muzaffar 
was wielding a pickaxe, digging a trench 
to serve as home for him and his family. 

About 13,000 other Tajik refugees being 
looked after by the UN High Commis- 
sioner for Refugees (UNHCR) are similarly 
hacking out trench-homes in temperatures 
as low as -20°C outside Mazar-e Sharif. 
Like Muzaffar they had fled southwards 
as pro-communist Tajik and other Central 
Asian forces backing President Ali 
Rakhmanov carried their war against mili- 
tants of the Islamic Renaissance Party 
(IRP) and the secular Democratic Party 
into southern Tajikistan. 

That year-long power struggle is 
escalating, despite appeals by the UN, 
Russia and other Central Asian states. 
Slowly but surely it is sucking in 
Tajikistan’s neighbours, with poten- 
tially disastrous repercussions for a 
region trying to pick up the pieces, 
economically and politically, after the 
1991 breakup of the Soviet Union. 

Uzbekistan, worried about the 
spread of Islamic fundamentalism 
within its own borders, is already 
lending aircraft and other military 
equipment to help Rakhmanov. About 
10,000 troops of the Commonwealth of In- 
dependent States (CIS) sent to seal off the 
southern border early in the civil war, now 
appear to be discreetly siding with 
Dushanbe-based Tajikistan Government. 
The Afghan mujahideen are already giv- 
ing arms and money to their beleaguered 
co-religionists north of the Amu Darya, 
which forms the Tajik-Afghan border, and 
their role is likely to grow. 

Since the civil war erupted a year ago, 
about 60,000 Tajiks — many suspected of 
favouring the IRP and the Democrats — 
have sought refuge in northwestern Af- 
ghanistan alone. Thousands others are be- 
lieved to have crossed the border at other 
parts of the country. According to an Inte- 
rior Ministry official in Dushanbe, the war 
has already claimed 50,000 lives and 
turned more than a tenth of the country's 
5.4 million people into refugees. 

The increased flow of refugees into Af- 


18 


UZBEKISTAN 


=> Flow of refugees 


ghanistan adds another destabilising ele- 
ment in the regional equation and in a 
country which is itself racked by civil war 
and lacks sufficient food or fuel stocks for 
the harsh winter. “For the Tajiks to come 
to Afghanistan shows their desperation. It 
is like one misery placed on top of another 
misery,” said a senior UN official in Mazar- 
e Sharif. 

Eyewitnesses say that hundreds of 
Tajiks have died of cold, starvation, attacks 
by pro-communist forces and drowning as 
they attempted to cross the Amu Darya 
River. "We crossed the river under a rain 
of bullets. Our children strapped to their 
mother's back slipped under the water and 
drowned. Others were shot dead in the 
water," said Muzaffar. 

Tajikistan's refugee exodus has its roots 
in the power struggle that intensified after 
President Rakhmon Nabiyev, leading a re- 


Flight of the Tajiks 








vitalised communist 
party, was forced out of 
power by the IRP and the 
Democratic Party in Sep- 
tember 1991. Akbarasho 
Iskandarov then became 
interim president, but later made way for 
Rakhmanov in a move to reconcile the pro- 
communists and the IRPp-Democrat alliance. 

Warlords from both sides promised to 
initiate a ceasefire but almost immediately 
after Rakhmanov was chosen president the 
Kulyab warlords, who favour the commu- 
nists, began a drive to capture Dushanbe 
from the former Iskandarov government. 
With helicopter gunships and aircraft lent 
by Uzbek President Islam Karimov — who 
favoured Nabiyev — pro-communist Tajik 
forces captured Dushanbe in early Decem- 
ber and began a massacre of Islamic fun- 
damentalists and democratic groups which 
left 3,000-5,000 people dead. Reports from 
the capital said Russian troops based in the 
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region were also helping the pro-commu 
nist forces. 

The Rakhmanov Government then fo 
cused its efforts on consolidating its griy 
on the southern Tajik region. The conflic 
there is mainly between pro-communis 
clans dominating the Kulyab region o 
southeastern Tajikistan, where Rakhmano 
comes from, and fundamentalists anc 
Democrats from the southwestern regior 
of Kurgan Tyube. There are also bitter his 
torical rivalries between the clans o 
Kulyab and Kurgan Tyube. 

As the pro-Kulyab communist force: 
advanced, many Tajiks from collective 
farms in Kurgan Tyube fled towards the 
Afghan border, eventually reaching the 
Amu Darya. Eyewitnesses say that becausc 
of lack of proper boats, sheer panic or, ir 
some cases, because they were attacked by 
pro-communist forces, hundreds of refu: 
gees died in the crossing. 

With the pro-communist militias con 
trolling the river bank in the western bor 
der region, thousands of Tajiks are now 
crossing the Amu Darya further east oppo: 
site the Afghan towns of Kunduz and 
Emam Sahab and even into Badakshan ir 
Afghanistan's northeast. “I floated across 
the river on a sack of cotton after the com- 
munists burnt down my 
home and killed my fam: 
Пу,” said Mehbooba, г 
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Tajik | woman мһс 
crossed the river neai 
Emam Saheb. 


Apart from the 60,00€ 
refugees who crossed the 
river in the west, the 
UNHCR has no idea how 
many have fled into АЁ 
ghanistan at points far- 
ther east. Supplies reach- 
ing the area have to come 
along a tortuous route 
through Uzbekistan to its 
border town of Termez o1 
are flown in from Paki- 
stan. Roads in Tajikistan 
have been cut and it is 
unsafe to send relief sup- 
plies from Pakistan 
through Kabul to Mazar-e Sharif. The UN 
operation for the Tajik refugees, which is 
in addition to trying to repatriate some 3 
million Afghan refugees from Pakistan, is 
facing severe financial shortages. 

For the first time since the civil war be- 
gan last summer, pro-communist forces 
loyal to the present government control all 
major towns in the south. At the same time 
the government has launched a major of- 
fensive east of Dushanbe to clear out Is- 
lamic militants and destroy villages har- 
bouring them. 

Sources in Dushanbe say that about 
200,000 people have fled eastward to the 
snowbound Pamir mountains, where food 
and fuel supplies are scarce. These refu- 
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ees include those escaping the December 
nassacres in Dushanbe, armed Islamic 
nilitants and the top leadership of the IRP 
ind the Democratic Party. 

"The communists are carrying out eth- 
іс cleansing іп Dushanbe. They are Killing 
he Muslim sympathisers, the Pamiri peo- 
Ме and all democrats. My father and 
xrother have been killed,” a Pamiri mother 
X two children living іп Dushanbe said in 
i telephone interview. The Pamiri moun- 
ain people, who include numerous tribes 
ind Islamic sects, are generally sympa- 
thetic to the IRP 
and the Demo- 
cratic Party. Many 
of them live in 
Dushanbe. 

Sources in 
Dushanbe said 
that in the last two 
weeks of Decem- 
ber, suspected 
sympathisers of 
the former govern- | 
ment had been 
systematically 
hunted down; en- | 
tire families are be- 
lieved to have 
been killed. Some 
50 Pamiri people | 
had been killed in 
a massacre outside a cinema where they 
had assembled after the government gave | 
them safe passage to leave the city, the 
sources said. 

Observers say that the government 
campaign against the Islamic fundamen- 
talists and their supporters and allies may | 
in the end create a bigger headache for 
Dushanbe. With Uzbekistan seen to be sid- 
ing with the government — it has also en- 
couraged Uzbeks living in northern 
Tajikistan to back Rakhmanov — and un- | 
willing to trust the cis troops, the Tajik | 
militants have stepped up efforts to win 
support from Afghan guerillas. 

Mazar-e Sharif, however, is not condu- 
cive to the Tajik fundamentalists’ cause. 
The city and much of northwestern Af- | 
ghanistan is under the control of the Uzbek 
warlord Rashid Dostam. “We will never 
allow anyone to arm the Tajik fundamen- 
talists and send them back,” Dostam told 
the REVIEW. “However, we do not control 
the border to the east and northeast,” he 
added. 

It is in northeastern Afghanistan that 
Tajik militants are now increasingly cross- | 
ing the border to seek help from muja- 
hideen leaders such as Ahmad Shah | 
Masud, himself a Tajik, and one of his main 
rivals for power in Kabul, the Pashtun | 
leader Gulbuddin Hekmatyar. Uncon- 
firmed reports say that the Tajik funda- 
mentalists are returning home with weap- | 
ons, money and Afghan guerilla fighters 
as well. " 
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Masud is wooed by 
Tajikistan militants. 
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| tions last June, the PDI argued 


| the political system and in terms 


| blames the press for mis- 


| Daryanto said. "We want change 
| in terms of corruption, rules 
| used in the general elections and so on." 


INDONESIA 


More of the same 


Opposition party backs Suharto for president 





By Suhaini Aznam in Jakarta 


espite having campaigned for 
D change, the Indonesian Democratic 

Party (PDI) on 13 January nomi- 
nated President Suharto for a sixth five- 
year term, immediately attracting charges 
of inconsistency from student groups. Af- 
ter a two-day closed-door meeting between 
provincial representatives and the PDI cen- 





| tral leadership, it was announced that the 


opposition party had taken the "consen- 
sual decision" to nominate Suharto for 
president and armed forces chief Gen. Try 
Sutrisno as vice-president. 

While re-election of Suharto can now be 
taken as settled, the PDi's backing down 


| from its earlier advocacy of change came 


as more of a surprise. Although the party 
had a potential showpiece candidate in 
Guruh Sukarnoputra, 40, the younger son 
of Indonesia's founding father 
Sukarno, only one of the 27 
provinces represented at the 
meeting had named him as its 
choice. 

In the run-up to general elec- 


vociferously for change, both in 


of personalities. Large crowds 
rallied in support of its promise 
to strive for an alternative candi- 
date in 1993, yet now the party 


understanding its campaign 
theme. “We talked of change, 
but not change of the president" 





At news conference announcing the 
nomination, PDI chairman Soeryadi denied 
that the party had been subjected to any 
external pressure in reaching its decision. 

The reality is the PDI was caught in the 
middle. If it failed to support Suharto it 
risked subtle reprisals from the establish- 
ment and the army; if it backed Suharto, its 
young, anti-establishment constituents 
would accuse it of going back on its word. 
The PDI clearly chose what it felt was the 
less risky course. “Ғог the moment that is 
the way of politics in Indonesia," said Alex 
Asmasoebrata, a PDI official, who felt that 


| change could only come "bit by bit, slowly, 
| slowly." 


Outsiders were quick to show their dis- 
appointment with this decision. On the first 
day of the party meeting, some 100 stu- 


FAR EASTERN ECONOMIC REVIEW 


dents representing various universities in 
Java descended on Kopo, 60 kilometres 
south of Jakarta, urging PDI delegates not 
to nominate Suharto. Calling themselves 
the People's Alliance for Democracy, the 
group's theme has been "anyone but Su- 
harto," said its spokesman. 

When PDI officials refused them entry, 
they staged a two-hour demonstration out- 
side the assembly hall until they were for- 
cibly dispersed by riot police. Two students 
were beaten up and one was held for ques- 
tioning and later released. On the follow- 
ing day a smaller group of student leaders 
marched on parliament, wearing black arm 
bands and ridiculing the PDI. 

Students, though, seem to be the only 
ones left agitating for a change in Indone- 
sia’s leadership. While there may have 
been a failure to groom second-echelon 
leaders, even the largely non-politicised 





Student demonstration at the РПІ assembly іп Коро. 


business sector seems to accept that no one 
is yet ready to step into Suharto's shoes. 

Of greater interest than Suharto’s now 
certain re-election is the choice of a vice- 
presidential candidate. Although the РГ 
endorsement does not make Sutrisno's ap- 
pointment a certainty, it does pave the way 
for the other parties to join the bandwagon, 
collectively allowing Suharto to accept "the 
people's choice" should he want Sutrisno 
as running-mate. 

Significantly though, all this does not 
necessarily give Sutrisno a leg up as the 
next president-elect. The office of vice- 
president has by tradition meant living in 
the president's shadow, with little chance 
of building up a political base. Sutrisno has 
an edge to succeed as president only if 
Suharto himself wants him to do so, an 
Indonesian political scientist said. и 
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JAPAN 


Sleeping dogs 


Constitutional reform proposal risks splitting LDP 





By Robert Delfs in Tokyo 
| eaders of the ruling Liberal Demo- 





cratic Party (LDP) may have been 

playing with fire when they pro- 
posed establishing a non-partisan panel to 
consider revising Japan's "Peace Constitu- 
tion" — including Article 9 which bans the 
maintenance of military forces — after par- 
liament reconvenes on 22 January. 

Revising the US-drafted constitution 
has been a fundamental, if neglected, tenet 
of LDP policy since the party was estab- 
lished in 1955. Conversely, opposition to 
revision has been the central and defining 
policy of the largest opposition grouping, 
the Social Democratic Party of Japan (50р)). 

A two-thirds majority in both houses is 
required to initiate an amendment to the 
constitution. Since The LDP commands а 
majority of only 38 seats in the 512-seat 
lower house and holds only 42.8% of the 
upper house seats, the prospect of any ac- 
tual change in the constitution is a long- 
term proposition at best. But the issue has 
a long history of creating bitter divisions 
between politicians on both sides of the 
Japanese political spectrum. 

Underlying the constitutional debate is 
the question of whether Japan can or 
should discard its anti-war stance and re- 
turn to a foreign policy based on the possi- 
ble use of force, if only as a member of 
collective security arrangements. 

The main reason some LDP leaders are 
raising the constitutional issue now may 
be to use it as a wedge to divide the oppo- 
sition parties in the same way that the UN 
peace-keeping operations (PKO) bill worked 
to undermine cooperation among opposi- 
tion parties in the upper house election last 
July when the LDP partially recouped its 
heavy defeat in the 1989 polls. 

The major source of pressure to revive 
the constitutional debate seems to have 
been Hiroshi Mitsuzuka, chairman of the 
LDP's Policy Affairs Research Council, who 
launched the proposal to form a panel on 
13 January. Foreign Minister Michio 
Watanabe, who had raised the issue of con- 
stitutional revision in general terms in a 
speech on 2 January, also repeated his call 
for reconsidering the constitution in re- 
marks to reporters in Spain. 

Both Watanabe and Mitsuzuka may 
have had their eye on the political calen- 
dar, which calls for general elections to be 
held within one year. Sadao Yamahana, the 
new chairman of the SDPJ, told the REVIEW 
that opposition parties should make com- 
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mon cause against the LDP by focusing on 
political corruption and opposition to the 
opening of Japan's rice market to foreign 
imports. 

A parliamentary confrontation over the 
constitution would almost certainly split 
the opposition since the SDP/'s two main 
rivals on the opposition side of politics, the 
Komei Party and Democratic Socialist 
Party (DSP), are not unalterably opposed to 
revision. 

But the issue could also expose deep 
latent differences within the LDP itself. 
Shades of future dissent may have been 





Debate over Japanese troops in Cambodia. 


evident when Prime Minister Kiichi 
Miyazawa immediately sought to pour 
cold water on Mitsuzuka's proposal. 
Speaking to reporters in Brunei on the last 
leg of his Southeast Asian tour, Miyazawa 
endorsed continuing discussing of the is- 
sue within the party's existing Constitu- 
tional Revision Investigation Committee, 
but questioned the wisdom of debating 
constitutional reform in parliament. 

"Linking political realignment to 
whether one is for or against revision 
would be very unfortunate for the consti- 
tution,” Miyazawa said, adding that “rais- 
ing political banners [on this issue] could 
be extremely dangerous." 

"Mitsuzuka's proposal is a kind of mul- 
tiple-purpose missile," explained a govern- 
ment official who prefers to remain anony- 
mous. "It can be used to check the opposi- 
tion, which other LDP leaders will see as а 
noble act. It can be taken as a statement of 
serious intent. But Mitsuzuka's primary 
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aim may be to take the initiative within the 
LDP.” 

Arguments about revision have focusec 
on Article 9, which states that ^. . . the Ja- 
panese people forever renounce war as г 
sovereign right of the nation and the threat 
or use of force as a means of setting inter- 
national disputes" and, further, that "land, 
sea, and air forces, as well as other war 
potential, will never be maintained." 

The spp} has consistently held that Ja- 
pan’s so-called Self Defence Forces are un- 
constitutional under this provision, though 
the Supreme Court ruled [in 1959] that Ar- 
ticle 9 does not deny Japan the right of self- 
defence. The spp] also used Article 9 to jus- 
tify its opposition to passage of the PKO bill 
last year. 

The ambiguity within the LDP over the 
constitution can be traced back to a time 
before the party's formation in 1955 as a 
coalition of conservative groups. In the 
early 1950s a group of rightwing politicians 
who had been purged as ultra-national- 
ists during the Occupation sought to re- 
place the US-drafted constitution with a 
new document which would be of 
"pure" Japanese origin. 

A key objective was to remove or 
modify Article 9 so as to allow Japan to 
rearm and engage in collective self- 
defence. This aim was supported by 
then US secretary of state John F. Dulles 
who, after the Korean War, sought to 
enlist Japan's participation in a regional 
security structure paralleling NATO. At- 
tempts to abolish Article 9 were, how- 
ever, blocked by then prime minister 
Shigeru Yoshida, who cooperated with 
the leaders of what later became the 
Socialist Party against conservative 
hardliners. 

The leading proponent of constitu- 
tional revision in recent years has been 
Ichiro Ozawa, co-leader with Tsutomu 
Hata of the break-away LDP faction Re- 
form Forum 21. An LDP study group set up 
by Ozawa in 1991 issued a preliminary re- 
port in February 1992 calling for the revi- 
sion or reinterpretation of Article 9 so as to 
ensure that Japan could cooperate in inter- 
national peace-keeping operations. The 
document stipulated that this cooperation 
should be “part of international actions 
agreed to by the community of nations." 

One of Mitsuzuka and Watanabe's pos- 
sible objectives in raising constitutional re- 
form now may be to weaken Ozawa's pro- 
prietary claim to the issue, which he might 
use to mobilise support before breaking 
away from the LDP to form a new party. 
But in an increasingly fluid political envi- 
ronment, one government official cau- 
tioned, it is equally possible that Watanabe 
could suddenly switch to join forces with 
Ozawa. 

"1993 will be a year of major political 
upheaval and change, and there are many 
different possibilities," the official said. m 
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THAILAND 


Show business 


Ex-premier Chatichai upstages the government 


local sideshow: former prime minister 
Chatichai Choonhavan's attempts to hijack 
Thai foreign policy in order to score do- 
mestic political points. 

For the past months Chatichai, the de 
facto leader of the opposition in parlia- 
ment, has tried to upstage Prime Minister 
Chuan Leekpai's government by pursuing 
his own diplomatic initiatives, focused on 
the Indochina region. During his tenure as 
prime minister from 1988 to 1991, Chati- 
chai had introduced the catchy Indochina 
policy of "turning battlefields into market- 
places." By eliminating tensions with its 
neighbours in Indochina Chatichai hoped 
substantial economic benefits could accrue 
to Thailand. 

Chatichai was deposed in the February 
1992 military coup but the policy contin- 
ued. Prospects of a settlement in Cambo- 
dia and a major internal shift in Vietnam 
made it necessary for Thailand to pursue 
friendly relations with both countries. This 
led to Chatichai's most notable success as 
prime minister: a bold initiative towards 
Cambodian leader Hun Sen that broke the 
international stalemate over the country 
and led to the Cambodian peace settle- 
ment. 

But Chatichai, who returned to active 
politics after the September 1992 polls, 
clearly feels it is not enough. Chuan's gov- 
ernment had hardly settled when, in No- 
vember, Chatichai jetted off to Tokyo, 
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drawing on an old friendship to garner a 
personal meeting with Miyazawa. There 
Chatichai upstaged the new Thai Foreign 
Minister, Prasong Soonsiri, by proposing a 
joint Thai-Japan “Indochina Development 
Fund" to help rehabilitate the region. 

The Japanese were diplomatically non- 
committal about Chatichai's overtures. 
Nevertheless, the Thai politician got a good 
press in Thailand — which is all Chatichai, 
the consummate Thai politician, wants. 
For, as the quiet, plodding Chuan govern- 
ment is criticised for not doing anything, 
Chatichai is scoring points with the public. 
Ultimately, he probably hopes to shake the 
Chuan government enough to propel him- 
self back into the premiership. 

The fuss really went public in mid-De- 
cember as Chatichai rushed off to Hanoi to 
promote the fund idea. That was just days 
before Prasong was due to embark on his 
own inaugural official visit to Vietnam. In 
a meeting with Vietnamese Prime Minister 
Vo Van Kiet, Chatichai proposed a high- 
way from northeast Thailand through Laos 
to Danang in central Vietnam — to be paid 
for by the Indochina fund. 

Prasong was nonplussed — he was to 
have talked about a similar project while 
in Hanoi — and with Chatichai still in Viet- 
nam, the mudslinging began. Prasong said 
Chatichai stole the Foreign Ministry's ini- 
tiative; Chatichai lashed back that it was 
his to start with. 

Then Chatichai, once foreign minister 
himself, suggested that he has to help in 
Thai foreign policy because the country 
cannot be well served by a diplomat who 
is not well known around the world. 

Prasong hit back: “ОЁ course I am little 
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known because I never had my assets 
seized.” In 1991 the military junta seized 
some Baht 226 million (US$8.85 million) 
from Chatichai's alleged gains from cor- 
ruption during his premiership. 

In the event, the Vietnamese, already 
used to being sucked into Thai political 
games, agreed to work on Prasong's pro- 
posals with cooperation from Laos and in- 
ternational agencies. But that was less re- 
ported in Thailand than the Prasong-Chati- 
chai jousting, so Chatichai gained his point. 

Chatichai kept trying: when powerful 
US Senator Sam Nunn stopped in Bang- 
kok during Christmas, Chatichai tried to 
get a meeting. Nunn, who saw Chuan, de- 
clined. 

Undaunted, Chatichai switched the 
venue to Laos: he planned to visit Vien- 
tiane a week before Prasong, in early Janu- 
ary. The Laotians, however, with reported 
prodding from Prasong's people, told 
Chatichai that the proposed dates were not 
convenient. And so Prasong got to Laos 
first. Vientiane anyway said it was still un- 
comfortable with the new road proposal 
and wanted to study it further, whoever 
was pushing the idea. 

Then came Miyazawa. Again Chatichai 
attempted a private meeting, to press the 
case for the Indochina fund. This time 
Miyazawa politely resisted requests for a 
separate meeting. The Japanese instead 
made sure that Chatichai was invited to 
the luncheon at which Miyazawa was to 
deliver his policy speech, and were careful 
to see that he was seated at the same table 
with the Japanese leader — and Prasong. 

At lunch, the table was uncomfortably 
quiet. Already before entering the banquet 
hall Chatichai stole a march on the leaders 
of Chuan's government: in a waiting 
lounge the wily politician edged in to sit 
next to Miyazawa and monopolised the 
Japanese leader, to the consternation of the 
others. Newspaper photos the next day 
showed Chatichai with the Japanese leader, 
not Chuan or others from his government. 

The speech was a highly important one 
on Japanese policy towards Asean and In- 
dochina. But afterwards reporters flocked 
to Chatichai, ignoring the officials of the 
Chuan government. 

Chatichai was only too happy to oblige: 
“You see, it was all about Indochina,” he 
said, implying that Miyazawa's speech had 
incorporated his own proposals. 

But increasingly the press has seen that 
it is a game. Miyazawa had barely flown 
off when Chatichai took off to Vientiane 
for his "state" visit. He was received by 
senior figures in the Laotian Government, 
but the press exposed some problems in 
the visit. Chatichai, it was reported, had 
hoped there would be a state reception or 
banquet in his honour. In the end there 
was none. Instead Chatichai had to pick 
up the bill for staging a grand thank-you 
party for his hosts. п 
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No-one appreciates the special needs of business 
travellers more than Thai. We were, after all, the first 
Asian airline to offer a business class. 

Thais Royal Executive Class fulfils every wish of 


the business traveller. From bigger, wider seats to more 


leg room between your seat and the one in front. 

This extra room gives you generous space to wor 
or relax. And, of course, Thai's fabled inflight servic 
is always at your beck and call. 


Our Royal Executive Class passengers savou 








ecially selected champagnes and vintage wines from airports are yours for just a small premium over the 


arkling crystal. Meals are served from fine china on full economy fare. 


isp table linen. 


Speedy check-ins at special Royal Executive too. In fact, for business travel thats smooth 


lass counters together with lounge facilities at most as silk, its really an open and sbut case. 
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Peking may have a hard time curbing China’s new-found enthusiasm for the marketplace. 


POLICIES 





loo hot to handle 


After a year of stunning growth, China is showing signs of overheating. 
Will Peking's central planners — their grip weakened by the reforms that 
have propelled the boom — be able to rein in the economy? 


By Lincoln Kaye in Wenzhou, China 


mong the freshly posted Lunar 

New Year wall art adorning this 

booming Chinese coastal city, the 

traditional Wealth God enjoys a 
popularity edge over images of founding 
dynast Mao Zedong and reformist patri- 
arch Deng Xiaoping. But by far the biggest 
share of wall space this year is given over 
to advertisements promising cures for 
venereal disease, sexual fatigue, over-eat- 
ing and hangovers. 

Not just Wenzhou but the whole of 
China may be bracing soon for an eco- 
nomic hangover. The city, a hotspot of 
entrepreneurial energy 400 kilometres 
south of Shanghai, enjoys economic growth 
at double the national rate. China's esti- 
mated 12% rise in GNP last year was itself 
twice the original forecast. 
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Once again, commentators in the offi- 
cial press are starting to speculate about 
"overheating." The last time that word was 
in vogue was in the late 1980s, when infla- 
tion topped 25% in some parts of the coun- 
try. Shortly afterwards, the Peking Govern- 
ment launched its "rectification and reor- 
dering" drive, which officially ended just 
last year. 

But what will happen this time if Pe- 
king applies the brakes? Will the economy 
smoothly downshift and carry on? Or will 
it careen along, unheeding? Or veer off the 
reformist road? Or simply stall? 

Wenzhou is one of the places where the 
answers to those questions will be deter- 
mined. It and other cities with similar 
growth momentum may be tempted just 
to shrug off Peking's exhortations — un- 
less, that is, the central-government rheto- 
ric is heavy enough to damp demand in 
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the interior and thereby undercut the com- 
mercial dynamism along China's coast. 

Businessmen in Wenzhou are betting 
that, this time, mere rhetoric will not be 
enough to stop them. Yet it was little more 
than rhetoric that triggered the boom in 
the first place. 

At a word from Deng last January, the 
economy shook off the torpor of "rectifica- 
tion" and rose to meet his call for double- 
digit growth. A surge of long-suppressed 
demand, particularly for investment, 
quickly took growth rates past the 6% rec- 
ommended last March by Premier Li Peng, 
a standard bearer for Deng's conservative 
opponents. 

Upstaging the conservatives might have 
been the whole point of the high-growth 
exercise, a Western diplomat suggests. "It 
generated the populist momentum to carry 
Deng's reformist line and his proteges" 
through the benchmark 14th Party Con- 
gress last October, he says. The gathering 
was a crucial prelude to China's imminent 
succession battle. "But, with the Congress 
safely behind him, Deng no longer has a 
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political need for hyper-growth," the dip- 
lomat adds. 

In the meantime, the economy has been 
expanding so fast it is starting to strain at 
the seams. Roads, railways, telephones and 
other basic services are labouring beneath 
their new burdens. Projects are launched 
faster than they can be properly vetted. 
Bank credit overshot its 1992 targets by 
100%, and asset quality deteriorated. The 
central-government deficit soared to record 
levels. Money supply rose apace. Urban 
inflation lurched into double digits. 

From their published comments, Deng’s 
reformists now sound ready to split the 
difference with the conservatives and set- 
tle for GNP growth of 8-9%. But, in a recent 
State Council survey of 114 top economists, 
fully 4276 of the respondents predict a con- 
tinuation of 1992 growth rates, implicitly 
casting doubt on the government's ability 
to cool the economy effectively. 

Even if it does succeed in reining in 
growth, Peking's levers of control may no 
longer be sensitive enough to fine-tune the 
consequences. Reforms have already 
stripped central planners of 
much of their direct sway over 
the economy, but may not yet % 


next time people turn skittish,” a banker 
says, noting the Chinese tendency to hoard 
consumables — thereby stoking demand 
— when official austerity threatens. 

This overhang of cash raises the risks of 
rumoured moves to make the currency 
convertible as part of China's bid for re- 
entry into the Gatt. Between mid-Novem- 
ber and mid-January, Peking cut the ren- 
minbi's value by 3.4% to Rmb 5.76 to the 
US dollar, a faster pace of decline than had 
been seen for most of 1992. At the coun- 
try's local swap centres, where the ren- 
minbi trades at a big discount, the decline 
was even sharper; it was quoted at Rmb 
8.10 to the dollar in mid-January. 

The fluctuations, which have widened 
rather than narrowed the gap between the 
official and market rates, illustrate what 
might happen if the government were to 
move abruptly to convertibility. A foreign 
bank representative warns: "Peking might 
be hard-pressed to prop up the renminbi if 
it ever threw open the floodgates for peo- 
ple to buy dollars." 

As it is, the yearly turnover at the lim- 


Great leaps and juddering halts 





loons, has hinted at a wholesale review of 
approved but yet-to-be-implemented local 
“development zones.” And a Hongkong- 
based China investment analyst predicts 
that “the real-estate sector will be the first 
one brought to heel.” 

That could trigger a far-reaching chain- 
reaction. Implicit property values of old 
plant sites and offices are the only attrac- 
tion for many of the mergers in which prof- 
itable firms take over money-losing state 
enterprises. Moreover, speculative real-es- 
tate holdings account for the allure of many 
of the stocks listed on China’s bourses. 

Real estate — as the only allowable col- 
lateral — even underlies Wenzhou's much- 
vaunted private banking system, on which 
municipal planning director Cai Yantong 
pins hopes of riding out any nationwide 
downturn. Unique in China, the system 
features 45 deposit-taking credit unions es- 
tablished by private entrepreneurs. “With 
this, we need not rely on the centre to fund 
businesses,” says Cai. 

“We are the Eighth Route Irregulars of 
banking,” boasts Yang Jiaxing, managing 
director of the city’s oldest and 
biggest private credit union, in 
an allusion to Mao’s guerillas 
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have gone far enough to en- 35- during the Chinese Civil War. 
able efficient market mecha- Yet he admits that the forces of 
nisms to take over instead. 30- Ton 35 cities' private banking are currently 

The previous austerity ы. under siege. 
drive proved costly. It brought ^ 25 Maney State bank overseers now 
on a hardline turn in politics рру } place such low ceilings on the 
and a spate of unpopular 20- г” credit unions' asset books and 
measures. The resulting dis- j interest rates that the private 
content helped stoke the 1989 15- p banks no longer bother to com- 
demonstrations that in turn led 222° RealGDP > pete for deposits; they. cannot 
to the Peking massacre and en- 10-77 X. growth Eu" lend out excess funds anyway. 
suing repression. Investor con- "act The entire deposit base of the 
fidence, both foreign and do- 5- 45 credit unions amounts to 
mestic, took a dive. But at least, only Rmb 500-600 million, 
the "rectification" achieved its 0%, 'd8 '89 09 9 %Ф 87 88 89 9 'gi 99 barely a 20th of the deposits 
purpose: inflation ebbed (see Source: State Council held by the local branches of 
chart). я state banks. 

This time around, analysts Thus hobbled, Yang admits 


wonder whether retrenchment can be as 
effective. In the mid-1980s, hundreds of 
commodity prices were still set by Peking. 
Now, according to the World Bank, China 
conducts ^more than half (perhaps two 
thirds) of all transactions . . . at market 
prices." 

“It's hard to say just what inflation 
numbers mean when you're moving from 
controlled to decontrolled prices," com- 
ments George Horwich, an economist from 
America's Purdue University who was re- 
cently a guest professor at the People's 
University in Peking. 

China's money-supply numbers are 
equally hard to interpret. Sluggish con- 
sumer spending in the wake of the earlier 
retrenchment has swollen bank deposits to 
a record level of over Rmb 1 trillion 
(US$174 billion). There may be 50-100% as 
much again "in mattresses and rice jars, 
just waiting to wreak inflationary havoc the 
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ited-access swap markets is already 
equivalent to more than half of China's for- 
eign-exchange reserves. In 1987, the pro- 
portion was less than a third. During the 
same period, foreign trade grew from less 
than 20% of GNP to more than 40%. These 
shifts expose China increasingly to eco- 
nomic influences beyond Peking's control. 
Buffeted by the political currents of the 
past few years, the central bank has mean- 
while lost its grip on credit creation 
(REVIEW, 21 Jan.). First, it allowed hardline 
planning advocates to load up the state 
banking system with dubious credits for 
dysfunctional state firms. Then, in the 
Dengist backlash, provincial elites looted 
their local state-bank branches to fund 
equally dubious investment projects. 
Some of these projects may now be sub- 
jected to a jaundiced re-examination. Wer 
Wei Pao, a Hongkong daily that is often 
used by Peking to float trial policy bal- 
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that he and fellow credit-union managers 
now extend only four-month working- 
capital loans to known customers — and 
then only when fully collateralised by real 
estate assessed at 50% of its purchase price. 

New borrowers, or those with longer- 
term needs and non-property assets sim- 
ply have to look elsewhere. That could 
open the field for a resurgence of semi- 
criminal loan sharks of the sort that domi- 
nated Wenzhou's non-state credit market 
before Yang's debut in 1986. But Cai 
doubts it will come to that. 

“We are in light industry, where de- 
mand is steadier than for capital goods. 
And our entrepreneurs' turnover is quick 
enough to limit their appetite for long-term 
funds," he says. But he concedes that a na- 
tionwide slowdown could crimp Wen- 
zhou's plans to diversify into export mar- 
kets and to foster bigger enterprises that 
would reap economies of scale. " 


37 


Зс Й SEIN ы саз a Sq 


am, 





MANDARIN ORIENTAL 
MANILA SM 


provides 
executive 
travellers 
with 
sustenance 








As one of Asia's leading hotels, 
Mandarin Oriental, Manila 
understands that the frequent 
business traveller needs to keep 
in touch with what's going on in 
the Asian region. 

That's why it provides executive 
guests with the most 
authoritative publication 
on Asia. The 
Far Eastern Economic Review. 


FarEasternEconomic 








Mandarin Oriental, Manila 
Makati Avenue, Makati 1200, Metro Manila, 
Philippines 
Tel: (2) 8163601 Fax: (2) 8172472 


= Т АРА 1949 











BUSINESS 





FINANCE 


The morning after 


Japanese firms count costs of investment binge 


By Anthony Rowley in Tokyo 


he collapse of Japan's "bubble 
| economy" and the onset of eco- 





nomic recession have hobbled cor- 
porate profits for perhaps several years to 
come. Cutting costs drastically is increas- 
ingly seen as the only way to restore prof- 
itability, and Japan's lifetime employment 
system could well be one casualty. 

This is a bitter blow, especially for Ja- 
pan's leading car makers and electronics 
giants, which until recently appeared set to 
continue their conquest of world markets 
indefinitely. Now, they are paying the price 
for over-expansion at home and abroad. 
| Japanese manufacturers, which invested 

several trillion dollars in the late 1980s, are 

caught in a pincer-like grip of rising depre- 

ciation costs and declining sales. 
| Take the case of Nissan Motor, a top car 
maker. Depreciation costs for the parent 
company are currently running at about 
¥150 billion (US$1.2 billion) annually — a 
50% increase over the 1988 level — in or- 
der to keep pace with capital investments 
that reached Y200 billion annually. 

With the automobile market in Japan 
and elsewhere in decline for nearly two 
years now, falling revenues have con- 
verged with rising costs. For the current 
fiscal year, which ends on 31 March, "the 
bottom line is that Nissan will be Y20 bil- 
lion in the red," says Tadaoki Teresawa, 
manager of the company's finance depart- 
ment. Net income has fluctuated consid- 
erably in recent years but totalled more 
than ¥100 billion last year. If Nissan's 
overseas units are included, depreciation 
| charges have jumped 75% since 1988. 

To be sure, not all Japanese companies 
will post losses in the current year. But they 
will suffer a sharp fall in profits, largely 
because of higher depreciation charges. 
The fall could be as steep as 50% for elec- 
trical concerns and 31% for automobile 
makers, according to Nizam Hamid of bro- 
ker Barclays de Zoete Wedd in Tokyo. 

Electronics giant Sony is another exam- 
ple. Depreciation charges jumped from less 
than X100 billion in 1988 to Y265 billion in 
the year to 31 March 1992. Operating in- 
come declined by 44% to ¥166 billion be- 
tween 1991 and 1992 and will fall further 
this year. 

Sony and Nissan demonstrate just how 
big a burden depreciation has become in 
| relation to operating income. They are by 

no means isolated examples. According to 
Peter Tasker at investment bank Kleinwort 
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Benson in Tokyo, the ratio of depreciation 
to profits is now at "historically high" lev- 
els (see chart), owing to an "unprecedented" 
boom in capital investment. 

Japanese companies have in effect in- 
creased their own burden by opting for 
accelerated depreciation of fixed assets, in 
order to boost cash flows, rather than dip- 
ping into cash reserves. But this is because 
they need their reserves to finance capital 
investments to which they are still com- 
mitted — and because they face formida- 
ble problems of refinancing existing debt 
іп 1993. 

With sales still declining across a broad 
spectrum of Japanese industries, compan- 
ies are reining in capital spending. Japan's 
federation of economic organisations, or 
Keidanren, says the country's 250 biggest 


Perils of over-investment [ 


Ratio of depreciation charges 

to recurring profits for Japanese 
companies (96) 
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manufacturers now expect their spending 
to fall by 20-40% in 1993. 

This will be the first time on record that 
Japanese corporate capital investment has 
declined in nominal terms, says Kleinwort 
Benson's Tasker. "Previously it has always 
been rising revenues which have lightened 
the burden," he says. This time there is no 
such relief in sight. Because of the average 
three-year depreciation period for Japanese 
manufacturers, there will be no relief for 
corporate profit-and-loss accounts in Japan 
for at least another year, and the full ben- 
efit will not be felt for two years, adds 
Tasker. 

Something else has to give. "Corpora- 
tions face sharp cuts in operating costs to 
enhance profitability,” says Robert Feld- 
man at investment bank Salomon Brothers 
in Tokyo. “To raise net returns on fixed 
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nvestments to the average level of the past | 
lecade by the end of fiscal 1993, non-fi- | 
iancial companies would have to slash | 
elling, general and administrative costs by | 


ibout 10%.” 


Nissan's Terasawa agrees. "We have to | 
тї costs and hope that the market will pick | 
ір soon," he says. Nissan aims to cut gen- | 
xal costs by some Y50 billion (or around | 
225%) in the current financial year. Mean- | 
while, capital investment for the parent | 
ютрапу is being scaled back from Ұ200 | 
_ bargo, Vietnam chalked up its first trade 
| surplus in recent memory. It also curbed 


zillion to Y150-170 billion this year. 
The crucial question is whether com- 


»anies such as Nissan and many others сап | 


ichieve the required cost cuts needed to 
‘estore profitability without actually sack- 
ng people. At the moment, most firms are 
1ot hiring staff. 

Economist Paul Summerville at broker 
ardine Fleming in Tokyo believes that Ja- 
»an's lifetime employment system will 
zome under severe pressure in 1993 unless 


the government pays employment subsi- | 


dies. Japan's seasonally adjusted unem- 


ployment rate rose to 2.3% in November | 
| amounted to US$2.45 billion, up roughly 
Summerville thinks it could exceed 3% this | 


— the highest level since 1989 — and 


year. 


panies over-invested in 1986-90. Their capi- 
tal spending totalled Y435 trillion during 
the period. Yukio Ozawa, deputy general 
manager of the capital-markets department 
at Sony, admits that “momentarily we have 


invested too much." Sony has cut its capi- | 
tal spending from Y450 billion in fiscal 1991 | 
to around X250 billion in the current year. | 
^We did not foresee such a sharp slow- | 
down in consumer spending," says Ozawa, | 
adding that “demand and capacity no | 


longer match." 


This applies to many companies, ac- | 
cording to Salomon Brothers’ Feldman, | 
who says Japanese manufacturing is suf- | 
fering from "excess capacity." Feldman | 
thinks the liquidity cushion which Japa- | 


There is a growing acceptance, mean- | 
while, of the fact that many Japanese com- | 


nese companies built up in the "bubble | 


years" delayed their adjustment to a more 
austere environment. As a result, they did 
not cut back capital investment early 
enough and now are suffering a profit 
Squeeze. 


ECONOMIC MONITOR: 


VIETNAM 


Fragile success 


ietnam's leaders are congratulat- 
ing themselves for the country's 
strong economic performance in 
1992. In spite of the US trade em- 


inflation, while its currency rallied and for- 
eign investment surged. 

Despite the good news, perils remain. 
Vietnam's export base is narrow, weak 
farm prices threaten agricultural output, 
unemployment is high, and the country 
lacks capital to upgrade roads, ports and 
other basic services. 

The trade surplus for 1992 is estimated 
at US$70 million, a major feat for a country 
in which imports outstripped exports by 
four to one a decade ago. Exports in 1992 


19% from the previous year. Imports 


Down with inflation! 





reached US$2.38 billion, up 12%. 

But 75% of export earnings was gener- 
ated by two items. Unprocessed farm prod- 
ucts accounted for 40%, with rice exports 


; nearly doubling to 1.9 million tonnes; an- 


According to economist Jan van Den | 
Berg at Merrill Lynch in Tokyo, aggregate | 
holdings of cash or near-cash by large and | 
medium-sized Japanese companies | 
swelled from Y37 trillion in 1985 to a peak | 
of ¥64 trillion by the second quarter of cal- | 
| poorly, suffering from mediocre quality 


endar 1991. A year later it had diminished 


only slightly, to Y61 trillion, implying that | 
companies were slashing capital invest- | 


ment rather than drawing down heavily | 


on cash. 
This is hardly surprising given that the 


net return on fixed assets for Japanese | 


manufacturers has collapsed from more 
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other 32% came from crude-oil sales, which 
rose 39% to 5.4 million tonnes. 

In addition, Hanoi inflated its export 
income by tallying in some commodities 
sent to repay debt to the former Soviet 
Union. Industrial exports continued to fare 


and the loss of markets in the now-defunct 
communist bloc. 
Vietnamese economists warn that the 


| trade surplus is also exaggerated by the 





act that in September, Hanoi banned the 
import of 17 commodities, forcing suppli- 


| ers to turn to smuggling. These economists 
than 11% in 1989 to 5% now. i 


estimate that smuggling swelled two-way 
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trade by about 50% to US$7.5 billion. 

Vietnam's currency appreciated nearly 
15% in 1992 to Dong 10,500 to the US dol- 
lar. This was a reversal from 1991, when it 
lost nearly half its value. The dong's surge 
reflects Vietnam's success in balancing 
trade, restricting money-supply growth 
and increasing production. 

But businessmen fret that the stronger 
currency is hurting foreign trade. Econo-. 
mists predict that the export of products — 
other than crude oil and rice will stagnate: > 
this year unless the currency weakens to. 
around Dong 12,000 to the dollar. 

Inflation fell to roughly 18% in 1992, 
having reached nearly 70% in each of the 
previous two years. The drop resulted 
from the government's efforts to reduce the >. 
budget deficit, control the money supply 
and end subsidised credit to state enter- > 
prises. | 

But prices of some commodities rose 
much faster than others. Economists. esti- 
mate that prices of industrial goods rose 
36% in the year, while those of farm prod- 
ucts fell 19%. “Farmers are the only los- 
ers,” one economist says. “They have to 
sell 50% more rice and tomatoes to buy the 
same manufactured goods.” 

Thanks to good weather, grain produc- 
tion reached nearly 24 million tonnes, up 
9% over 1991. Massive surpluses in the fer- 
tile Mekong Delta forced rice prices down 
to Dong 900-1,000 (8.5-9.5 US cents) a kilo- 
gramme, creating a fear that farmers will 
cut production this year. 

Industrial production, which had fallen 
roughly 5% in each of the three previous 
years, surged nearly 15% in 1992. But the 
rise was fuelled by a few key sectors, with 
oil up 40%; chemical fertilisers, 25%; and . 
cement, nearly 20%. 

Analysts estimate Vietnam's GDP grew 
5.3% in the year. Premier Vo Van Kiet told 
the National Assembly in December that 
the country would need investment worth 
US$40 billion over the next eight years if it 
hoped to double GDP by 2000. 

Despite the US embargo, Vietnam 
granted 555 foreign-investment licences 
worth US$4.6 billion by the end of 1992. Of 
this, US$1.2 billion has been disbursed, half 
of it in the past year. 

Foreign firms have recruited roughly 
20,000 Vietnamese, but this has had only a 
limited impact on unemployment. Ап esti- 
mated 5 million workers, or 28% of the.ru- 
ral workforce, are under-employed, while 
3.5 million people in cities, or 22% of the 
urban workforce, have no jobs. 

ш Murray Hiebert 
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Asia will need many more power plants to sustain its economic vitality. 
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Heart of darkness 


Rapid economic growth is terrific — except when it overburdens Asia's 
power supplies. Frequent blackouts and power shortages are a warning 
that Asia must provide more energy to fuel its high-octane economies. 


By Anthony Rowley in Tokyo with reports 
from Suhaini Aznam in Jakarta, Paul 
Handley in Bangkok, Hamish McDonald in 
New Delhi and Doug Tsuruoka in Kuala 
Lumpur 


It was a little after 
three in the after- 
noon. Things were 
running smoothly at 
Pacific Food Pro- 
ducts' modern fac- 
tory a few kilometres outside Malaysia's 
old seaport town of Malacca. Scores of 
white-smocked workers wearing plastic 
gloves were hunched over steam-shrouded 
conveyer belts, processing thousands of 
packets of instant noodles. Suddenly, 
everything stopped. 

Fans and air-conditioning failed in the 
tropical heat. Machines that churn shrimp 
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E OVERCOMING M 


An Occasional Series 


Asia has a problem most other parts 
of the world would welcome: the 
challenge of maintaining high rates of 
economic growth. Rapid expansion 
has strained the infrastructure that 
makes continued growth possible, in- 
cluding reliable energy sources, roads, 
communications and education sys- 
tems. The REVIEW this week begins an 
occasional series of articles spot- 
lighting barriers to growth in the region 
— and how they can be overcome. 
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paste into pellets went silent. Normally, the 
pellets are aged and roasted to produce 
Malaysia's popular Double-Decker prawn 
crackers. But not that day, as much of 
Malaysia ground to a halt in its worst 
blackout since June 1985. 

"Everything at the beginning of the pro- 
duction process was lost," recalls plant 
manager Paul Lim. ^We had to take hun- 
dreds of cartons of raw and semi-processed 
material to be dumped." The company 
says it lost at least M$100,000 (US$38,000) 
in semi-processed merchandise as a result 
of the 29 September stoppage. 

The blackout — which affected nine of 
11 states in peninsular Malaysia, including 
the federal capital of Kuala Lumpur — 
would drag on for more than eight hours. 
Power was not restored in some parts of 
the country for 24 hours. 

Blackouts of this magnitude do not hap- 
pen often. But Malaysia's sudden darkness 
nevertheless served as a warning to the 
rapidly developing countries of Asia, 
where an economic boom is outpacing the 
development of infrastructure. 
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It would be bad enough if power were 
the only problem, but it is not. Clogged 
roads, overloaded telephone lines and 
shortages of trained personnel threaten to 
slow growth in many parts of Asia. 

Indeed, the region's dazzling economic- 
growth numbers begin to look positively 
worrisome when a businessman has to sit 
immobile for hours in his limo, clutching 
his cellular phone in Bangkok's traffic 
gridlock. Or when a factory manager in 
China's Guangdong province watches 
helplessly as machines shudder to a stop 
because of a power shutdown. Or when an 
investor in Bangkok tries to call Kuala 
Lumpur but continually gets a recorded 
message saying circuits are busy. 

An international brokerage firm in 
Bangkok recently invited some fund man- 
agers to visit Thai companies. One re- 
turned to tell a broker, “Look, I got to all 
my appointments and it seems things are 
really happening here in Thailand. But 
after sitting in traffic for two hours, there is 
no way I can commit any money to this 
economy, for it clearly has the potential of 
freezing up.” 

That may well have been a case of over- 
reaction, but “freezing up” was no ex- 
aggeration. Last 29 July, a monster traffic 
jam made the trip into town from the air- 
port 5-6 hours. Some children on buses 
going home from school were stranded for 
7 hours. An office worker was stuck on a 
parking-garage ramp for 3.5 hours. 

This is no crisis of infrastructure like the 
ones in Africa or Latin America. Asia could 
still keep growing at a respectable rate even 
if it failed to improve power-generation 
capacity, roads or telecommunications. But 
in a number of countries, says World Bank 
managing director Attila Karaosmanoglu, 
"buoyant economic growth is pushing 
against strained infrastructural capacities." 
Moreover, a growing number of analysts 
in the region are starting to warn of physi- 
cal barriers to economic growth. 

The manufacturing and export indus- 
tries that have powered Asia's economic 
boom demand adequate supplies of elec- 
tricity and efficient transport and telecom- 
munications — not to mention water sup- 
plies, waste disposal or even public hous- 
ing. With the exception of Singapore, all 
Asian countries will have to focus on infra- 
structure if they want to maintain their 
growth rates or attract foreign investment. 
Says Crosby Securities in Hongkong: 
^With growing competition for foreign in- 
vestment, every source of comparative ad- 
vantage counts." 

A few years ago, the term "infrastruc- 
ture" scarcely cropped up in analyses of 
Asia's economic needs. Manufacturing and 
job creation were the priorities, with for- 
eign capital and technology in especially 
heavy demand. The region has been so suc- 
cessful attracting these things that it now 
must pay the price. 
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may yet halt strong eco- 
nomic 
World Bank says. 


Indonesia and China, 
infrastructure demand is 
outrunning public re- 
sources, threatening to 
become a 
growth," the World Bank 
says. Indochina and other 
poorer parts of the region 
have "deplorable" infrastructures that will 
hinder their economies. 





Newly emerging Asian economic pow- 


ers — especially Thailand — have been 
caught off balance by the way in which 
manufacturing has outpaced infrastruc- 
ture. Thailand, in fact, epitomises the prob- 
lems that arise from attracting manufactur- 
ing with too little regard for other aspects 
of economic and social development. 


When its economy took off in the mid- 


1980s, under the impact of a surge of for- 
eign investment, public spending on infra- 
structure was running at around 7.5% of 
GDP. By 1990 it had fallen to 3.5% — the 
lowest among Thailand's neighbours in 
Asean. 


That translates into real problems. For 


example, "the Bangkok metropolitan area 
is choking with traffic and air and water 
pollution,” notes a confidential World Bank 
report. “As much as 1.7% of GDP may be 
lost in commuting time.” In China, too, “in- 
frastructural constraints have hindered and 
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In Thailand, Malaysia, 


“drag оп 


The high-growth countries of Northeast 


Asia are not exempt from infrastructure 
crises. But most of Asia’s infrastructural 
investments will take place in that part of 
the region. In fact, Hongkong, South Korea 
and Taiwan will account for 78% of the 
near US$575 billion that brokerage firm 
Hoare Govett estimates will be spent by 
seven major Asian economies between 
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now and 1996 (see charts). 

Electric power is the most obvious defi- 
ciency in many Asian countries. "One need 
only point to the periodic brownouts that 
are a fact of life in many Asian countries to... 
show that investment has not kept pace 
with consumer demand," says Gautam 
Kaji, the World Bank's vice-president for 
East Asia. 

Unwary investors in southern China 
discover to their horror that they may have 
to pay a big price for failing to arrange 
guaranteed power supplies: idle hours on 
the factory floor when the strained munici- 
pal generators give up. For many, an un- 
anticipated expenditure is a bribe to the 
local authorities to obtain an uninterrupted 
power supply. Foreign investors setting up 
manufacturing plants in Indonesia auto- 
matically make provisions for independ- 
ent power supplies. 

But that does not solve a bigger prob- 
lem: how to create a market for electronic 
products. ^Sure, we have our generators to 
keep making tape recorders,” says a Ja- 
panese plant manager in Jakarta. "But do 
we have a market out there if they have no 
power?" 

Maybe not, if power blackouts continue. 


Even in small, rural villages in Malaysia, à 


consumer-spending binge is burdening the < 
national power system as people load up — 
on colour televisions and electric rice cook- 
ers. The story is much the same in other 
parts of Asia. 

If Asia is to sustain anything like the - 
8.4% average growth rates achieved dur- `; 
ing the 1980s, total power-generating 2. 
capacity will need to double to 472,000 > 
megawatts by 1999 from its 1989 level of 
around 228,000 Mw, the World Bank sug- 
gests. That will require spending of more 
than US$450 billion. In 
some Asian countries, 
electricity demand will 
leap by 12% а year. 

But while electric 
power shortages may 
grab the headlines, de- 
velopment experts agree 
that the biggest needs — 
and spending — will be 
in transport and telecom- 
munications. 

The World Bank says 
that every 1% growth in 
national output requires 
a 1.2% increase in trans- 
port investments, with even higher ratios 
applying to telecommunications. This 
imposes tremendous strains on public 
budgets when economic growth averages 
6-7% across the Asia. 

Development experts and financial ana- 
lysts agree on the nature and dimensions 
of Asia's infrastructural problems. But 
there is no consensus on how the challenge 
should be met. Who finances the work? 
The public or private sector? Or both? 
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Power plays 


Environmental lobbies challenge big projects 





By Doug Tsuruoka in Kuala Lumpur, 
Suhaini Aznam in Jakarta and 
Carl Goldstein in Hongkong 





Developing countries 
in Asia are hungry 
for power. But even 
as they begin to sat- 
isfy their appetite, 
they are finding their 
diet restricted — by environmentalists. As 
Asian governments from Pakistan to the 
Philippines look for ways to boost power 
supplies, ecologists are warning about en- 
vironmental disasters and nuclear contami- 
nation. Some cases even involve issues of 
international security. 

Pakistan’s plan to set up a nuclear 
power plant in Chashma, 140 kilometres 
southeast of Islamabad, has raised interna- 
tional concern. Pakistan is believed to have 
a secret nuclear weapons programme and 
the nuclear reactors could be used for pro- 
ducing weapons-grade material. Pakistan 
is also not a signatory to the Nuclear Non- 
Proliferation Treaty. China has signed a 
contract to supply Pakistan with the reac- 
tor for the plant. 

Pakistani officials say the country’s cur- 
rent annual output of 8,900 megawatts of 
electricity falls 1,800 MW short of its cur- 
rent requirements. The result is that there 
are power cuts of 1-2 hours a day in major 
cities and industrial centres. However, Pa- 
kistan fears international objections if it 
goes ahead with the Chashma project. 
Washington has already cut off arms aid to 
Pakistan, alleging that it has attempted to 
acquire nuclear weapons. 

Elsewhere in Asia, nuclear power 
projects face loud objections from environ- 
mentalists. In Malaysia’s case, opposition 
comes from the prime minister himself. 
Until recently, Malaysia was exploring the 
possibility of building its first nuclear 
power plant as a more cost-effective means 
of meeting the country’s energy needs be- 
yond 2000. Prime Minister Datuk Seri Ma- 
hathir Mohamad rejected the proposals last 
October, arguing that Malaysia's 59 trillion 
cubic feet of proven natural gas reserves 
are sufficient to meet its energy needs for 
the next 100 years. 

Not surprisingly, Mahathir's decision 
was hailed by environmentalists such as 
the Malaysian Physicians Against Nuclear 
War. An international nuclear energy ex- 
pert contacted by the REVIEW, however, 
questions Mahathir's conclusion. The ana- 
lyst, who requested anonymity, notes that 
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the country’s known natural gas reserves 
— а key element in its energy plans for the 
next century — may be exhausted in a few 
decades if the current surge in consump- 
tion continues. 

If he is right, Malaysia’s government 
may come under increasing pressure soon 
to reverse its stance on nuclear power. This 
would rekindle a debate on whether nu- 
clear energy is appropriate for a country 
such as Malaysia. 

The late Ferdinand Marcos had no 
doubt that nuclear energy was the way to 
go in the Philippines. Recognising a poten- 
tial power shortage, the president commis- 
sioned Westinghouse to build a nuclear 
power plant in Bataan near Manila. But the 
620-MW plant was mothballed in 1979 
amid a controversy over safety and alleged 
corruption. 
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cording to Djali Ahimsa, the head of Batan, 
the atomic energy agency, up to a dozen 
nuclear power stations each producing 
from 600 to 1,000 MW, will come on stream 
between 2003 and 2015. 

The first proposed nuclear power site is 
near Mount Muria, a volcano in Central 
Java, about 400 kilometres east of Jakarta. 
Under a US$11 million contract, New Ja- 
pan Engineering Consultant Corp., a sub- 
sidiary of Kansai Electric, and Mitsubishi 
Corp. will prepare a feasibility study. But 
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the project has already angered environ- 
mentalists, who raise the spectre of another 
Chernobyl. The fact that the volcano in 
Mount Muria is said to be dormant is small 
comfort when the power station will have 
а nuclear reactor. 

The Three Gorges dam project in China 
is a textbook case of the difficulties govern- 
ments face in balancing demands for 
power with environmental considerations. 
Struggling to keep up with breakneck eco- 
nomic growth, the Chinese authorities 
have revived a proposal first made in 1923 
by Sun Yat-sen to dam the Yangtze River 
where it cuts through the scenic gorges of 
Sichuan province. 

The government in January estimated 
that at least 1.6 million people in Sichuan 
and Hubei provinces will have to be reset- 
tled to make way for the project, which is 
supposed to provide up to 18,000 MW of 
electrical capacity. The National People's 
Congress last April authorised the govern- 
ment to go ahead with the US$10 billion 
project "at an appropriate time." Critics 
say, however, that this vastly understates 
how much it will cost to build the mam- 
moth project and say the money would be 
better spent on building many smaller ther- 
mal power plants. 

Yet this highlights another problem 
China faces, namely its reliance on coal- 
burning power plants for more than 70% 





Nuclear power is a controversial issue in the Philippines and other parts of Asia. 


of its total electricity. Plans already call for 
China to increase its coal consumption by 
50% over the next 10 years. This will con- 
tribute to a big increase in the world's pro- 
duction of carbon dioxide, thus worsening 
the problem of global warming. 
Malaysian power authority Tenaga fears 
even greater shortfalls in electricity supply 
and has embarked on a programme to 
double its total generating capacity to 
10,000 MW over the next decade. But the 
huge outlays and increase in generating ca- 
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pacity will also tax Malaysia’s reserves of | 


fossil fuels and its fragile ecosystem of riv- 
“еге and rainforests as never before. 

“Әле example of this is a new M$1.8 bil- 
lion (US$695 million) hydroelectric project | 
in Pergau, near the Thai-Kelantan border, 
which is expected to be completed by 1995. 


dam will slow to a trickle the flow of water 
to downstream agricultural areas. Tenaga, 


by building a system of collection ponds to 
ensure that both the dam and nearby farm- 


activities. 
Another dam proposal that may have 


far-reaching environmental repercussions | 


is the M$10 billion Bakun hydroelectric fa- Ве met with polite refusals by their execu- 


cility in Sarawak. The project, touted as the 


largest in Asean, will create a 695-square- | 
kilometre man-made lake and will displace | 


six tribal groups that live along the Balui 
River. 


In India, the massive Narmada Valley : 
hydroelectric project has stirred contro- | 
‚ maker Kowa Pharmaceutical for ¥2 billion 
| (US$16 million). 
by the World Bank contended that the | 
| Solvay's annual revenue in Japan is three 
gested that work be halted until more ad- | 


versy since it was authorised in 1979. Last 
year, an independent study commissioned 


project was deeply flawed. The study sug- 
equate resettlement benefits could be ar- 


ranged for some 70,000 villagers who 
would be о by the pepe " 


FINANCE 


Тһе urge to merge 


though, says it will alleviate the problem | ву Jonathan Friedland i in Tokyo 


F 


ers have sufficient water to carry out their | 
! on behalf of his client, Belgian chemical gi- 
| ant Solvay & Cie. The investment banker 


or most of 1991 and 1992, Industrial 
Bank of Japan executive Jun Kawada 
analysed Japanese drug companies 


visited 30 potential takeover targets only to 


tives. "Only two companies were readily 
available," Kawada recalls. "The rest didn't 
want to entertain a straightforward acqui- 
sition offer." 
But Kawada's perseverance paid off. In 
December, Solvay finally snared its prev, a 
96% shareholding in medium-sized drug 


Although hardly the perfect fit — 


times that of Kowa's — the alliance is ap- 
parently a plus. It will allow the Belgian 


| company to end having to split its profit 


with middlemen who have access to Japa- 


|. Some Japanese firms welcome foreign buyers 


Experts are cautioning that the 600-MW | 


nese hospitals and clinics. Камада says. 
that alone makes the acquisition worth- 
while. 

Although corporate Japan is by no 
means opening its arms to overseas риу 
ers, foreign investors are finding it easier * 
in the current recession to find wiling 
takeover targets. Chest-thumping talk still 
outweighs actual deals, but the trend is dis- 
cernable. In 1992, accounting company | 
KPMG Peat Marwick says the number of. 
foreign acquisitions of Japanese companies 
more than doubled to 43. The value of the 
deals increased 59% to Y62 billion. UNE 

Although most buyers were US compa: / 
nies, the two largest deals were conducted | 
by Hongkong concerns. Grande Holdings 
bought Capetronic for ¥13.2 billion and, 
with affiliated company Semi-Tech, 51% of | 
Sansui Electric for ¥10.3 billion, In the case 7 
of Sansui, the Hongkong companies 
bought the electronics concern from an- 
other foreign buyer, troubled Polly Peck of 
Britain. 
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| scouting out takeover 
| targets, as are foreign 
| companies involved in 
| the chemical, industrial 
| machinery, computer 
| and food businesses. If 
| Japan's equity market 
| remains anaemic, bro- 
| kerage analysts say the 
| trend could cross over 
| into the financial-serv- 
| ices sector. 


| downturn has opened 
; the door to what Japa- 
| nese investment maga- 


BUSINESS 


E 


To be sure, the so-called “out-in” trend 


| appears unlikely to produce an explosion 


of such deals, as Kawada's trials indicate. 
With the average price-earnings ratio of 
companies listed on the Tokyo Stock Ex- 
change hovering around 50, buying a Ja- 
panese company is expensive even for 
cash-flush foreign companies. 

But Hideo Karino, head of Nikko Secu- 
rities corporate development department, 
says "out-to-in acquisitions are more possi- 
ble nowadays." Karino points out that 
about 30% of the transactions crossing his 
desk involve Japanese company owners 
that are willing to sell. “That is a big change 
from a few years ago,” he says, “when there 
were no sellers at all.” 

Karino suggests that if sluggish grow- 
th continues to afflict the Japanese economy 
throughout 1993, a greater number of dis- 
tressed companies will contemplate tie-ups 
with foreigners. Some 
US and European drug 
companies are still 


in several of the takeovers. Nomura Toy, ; 
small family toy company, sought out U! 
giant Hasbro as a buyer in early 1992 botl 
because there was no ready heir apparen 
and because the company needed a bi 
slug of cash to remain a viable competitor 
Hasbro bought 100% of the company fo: 
Y12 billion. 

Indeed, most of the Japanese companie: 
bought by foreign companies in 199; 
were small, often family-owned companie: 
with annual revenue averaging a modes 
Y37 billion. Strip out the Capetronic anc 
Sansui deals and the average goes ever 
lower. 

Most of the deals have been driven by 
the desire of foreign companies to improve 
their penetration of the Japanese market 
According to Peat Marwick, 6096 of the 
transactions in 1992 were acquisitions ol 
distributors or of existing joint-venture 


Japanese tastes 











































































The economic 








zine All Toshi has crea- 

tively elevated to a “feeding frenzy” by for- 
eign companies. Large Japanese compa- 
nies, facing a downturn in their main 


| business lines, are beginning to pare un- 
| profitable units, many of them started up 
| in diversification efforts. 


This revamping is taking place under 


_ pressure from bankers, who are often ma- 


.] | jer shareholders themselves. "Banks are 
| increasingly advising their customers to 


| sell weak units," says Sachio Kohjima, gen- 
| eral manager of Bank of Tokyo's corporate 
| advisory department. 


А second factor spurring out-in tran- 


| | sactions, according to investment bankers, 


| is the dearth of capital available for Ja- 


| panese companies to acquire one another. 


| With the Tokyo stockmarket dead in the 
; water and banks trimming loan books to 


| the bare essentials, foreign companies for 
| the first time in years have readier access 
| to funds than their Japanese counter- 


parts. In contrast to the uptick of out-in 
acquisitions, a recent survey by Daiwa Se- 


| curities found that the number of Japanese 


| companies acquiring other Japanese com- 
| panies fell slightly in 1992. 


Finally, a generational change figured 
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j Mead Packaging 





Buyer 

Grande Holdings Capetronic : А 

Grande Holdings/Semi-Tech | Sansui Electric 10.3 | 51.0 

Sulzer Brothers __| Ebara Crop. 6.0 1.3 
«| Robert Bosch Atsugi Unisia 5.1 9.6 
a Electronic Data Systems | Japan Systems 3.8 19.9 
СІ Philips Lighting Kondo Sylvania 3.7 70.0 
г | Pfizer Group .. | Koshin Medical 3.0 | 100.0 
4 Volkswagen JAX 2.6 49.9 
c Evergreen Marine Hayashikane 2.5 100.0 
| Mead Toppan 












partners. "Many of these were coincident 
with the expiration of existing licensing 
or distribution agreements," Anthony 
Zaloom, a Tokyo-based partner of New 
York law firm Skadden Arps says. 

Acquiring 10096 of a joint venture, a 
tack taken by Mead Packaging and chemi- 
cal companies Hoechst and Boehringer 
Mannheim, ^is a natural step for foreign 
companies as their Japanese businesses 
mature and they become more familiar 
with the marketplace and confident of op- 
erating alone in Japan," says Thomas 
Lynch, senior manager of Peat Marwick's 
corporate advisory division. Drug com- 
pany Pfizer, Volkswagen and Ciba-Geigy 
were among the companies that joined 
Solvay in taking over new or existing dis- 
tributors. 

Owning a Japanese distributor, how- 
ever, does not necessarily translate into 
market success. At least two of the out-in 
deals of 1992 involved a foreign company 
buying a Japanese distributor from another 
foreign company. Mergers-and-acquisition 
specialists also report that some of the 
firms acquired by foreign companies suf- 
fered substantial staff defections. ш 
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TRADE 


Actions, 
not words 


EC warns Japan 
to open markets 





By Shada Islam in Brussels 
] and the EC have all but aban- 





doned last year's lofty commitment to 

improve political ties, instead revert- 
ing to yet more acrimonious bickering over 
trade. In ministerial talks in Brussels on 15 
January, Japanese Foreign Minister Michio 
Watanabe and the new EC executive team 
headed by external-relations commissioner 
Hans van den Broek squabbled over ways 
to reduce Japan's US$30 billion trade sur- 
plus with the Community and Tokyo's re- 
fusal to open its domestic rice market. 

EC policy makers, angry and frustrated 
at Japan's failure to rein in its trade surplus 
and dismantle national import barriers to 
European agricultural and industrial 
goods, are rethinking their way of doing 
business with Tokyo. 

Increased political pressure is a key ele- 
ment of the new strategy. EC officials be- 
lieve that as Japan steps up its search for a 
new international role it will need better 
economic and diplomatic contacts with the 
EC and its northern and eastern European 
neighbours. The signing of the EC-Japan 
"joint declaration" in The Hague in July 
1991 and the first "summit" between the 
two sides in London last July helped to 
inject a new political dimension into the 
relationship. 

But the message from Brussels now is 
that the long-sought diplomatic rapproche- 
ment could be short-lived if trade ties re- 
main strained. Van den Broek and the EC's 
tough-talking new trade commissioner, Sir 
Leon Brittan, warned Watanabe that un- 
less bilateral trade imbalances eased, To- 
kyo could not hope to forge a more mature 
political dialogue with the EC. 

“Politics and trade are closely linked 
and have to develop in parallel,” said а 
spokesman for van den Broek. "If trade 
relations remain tense, there can be no po- 
litical dialogue with Japan." 

Making it clear that he intends to fight 
even harder for trade concessions from 
Tokyo than his affable predecessor, Frans 
Andriessen, Brittan told his Japanese coun- 
terpart, Yoshiro Mori, that the Community 
wants less well-intentioned free-trade 
rhetoric and more "concrete results" from 
Japan in trimming the surplus. 

Brittan praised Japan's recent efforts to 
stimulate domestic demand and encourage 
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imports, but said the impact of the mea- | 
sures on EC sales in Japan is unlikely to be | 
dramatic. “EC firms are still finding it diffi- | 
cult to diversify and increase their exports | 
to Japan despite their success elsewhere, | 
including the United States,” an aide to 
Brittan complained. 

Meanwhile, Brussels, hoping to reverse 
the recent decline in EC exports to Japan, 
has started implementing a new blueprint 
for prising open Japanese markets. The 
EC’s version of America’s controversial 
Structural Impediments Initiative calls for 
a regular, systematic monitoring and 
analysis of bilateral trade. 

Japan is resisting EC demands for a per- 
manent joint working group which, meet- | 
ing at regular intervals, would pinpoint Ja- 
par's structural obstacles to Community 
exports. EC officials say they want special 
attention paid to difficulties facing Euro- 
pean firms that want a share of Japan's 
public-works contracts and want to sell 
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aeronautics, satellite and telecommunica- 
tion equipment in the country. 

Watanabe and Mori have agreed to 
hold two meetings of European and Japa- 
nese trade experts in February in the run- 
up to high-level EC-Japan talks planned for 
Tokyo in April. But Japanese officials say 
details of any permanent monitoring of 
trade have still not been agreed upon. 

Japan claims that a detailed analysis of 
trade will show that last year's surplus was 
distorted by currency fluctuations and 
price changes. EC officials disagree, argu- 
ing that the imbalance owes more to struc- 
tural barriers. 

Brussels has also stepped up pressure 
to open Japan's closed rice market, saying 
Tokyo must accept the principle of com- 
prehensive tariffication drawn up by Gatt. 
Meanwhile, officials predict that trade 
frictions could worsen if the EC calls on 
Japan to restrain its exports of cars to the 
EC this year because of falling consumer 
demand. a 
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MARKETS 


Lovely 
liquidity 

| Seoul bourse may be 
due for sustained rally 








By Ed Paisley in Seoul 

arly on 15 January, the top execu- 
E tives of Seoul's foreign brokerages 
were summoned by telephone to 
the Ministry of Finance, more than two 
hours' drive from central Seoul. After a te- 
dious lecture on the responsibility of for- 
eign brokers to support the Seoul stock- 
| market, they were given a New Year 
present: foreigners will probably be able to 
increase their total share in most South 
Korean firms from 10% to 15-20% in the 
first half of 1993. 

This prospect has been welcomed by 
foreign investors because share prices оп 
| the Seoul stockmarket are expected to con- 

tinue their ascent, having seen a 37% rise 

in the index since last July. “Тһе market is 

back from the dead,” says Sean Goldrick of 

Wardley James Capel. It suffered from 

more than three years of torpor, due 
| mainly to high interest rates. 

Indeed, the possibility of an increase in 
| the foreign shareholding limit is likely to 
| be enough to move some stocks higher. 
| Local punters are expected to push up the 
| share price of those companies whose for- 
| eign holdings have already reached the 
| 10% limit. These include synthetic fibre 

maker Kolon, Hyundai Motors and Inchon 
Iron & Steel. 

The news about the foreign share 
ceiling is not the only reason to expect 
shares to rise in 1993, stockbrokers say. 
Most important of all is the likelihood that 
interest rates may continue to decline. On 
16 January, the central bank said it would 
lower the government-regulated redis- 
count rate by one or two percentage points 
to 5-6%. 

In exchange for the immediate cut, the 
Ministry of Finance promised to introduce 
in the first half of 1993 the next phase of 
the government's scheduled deregulation 
of interest rates, official sources say. This 
move is likely to cause a rise in deposit 
rates, as competition for savings intensifies. 
But since demand for credit will remain 
weak, lending rates will probably continue 
falling, making it cheaper to invest in 
shares on borrowed money. 

Another factor that could bring out 
| more bulls is the prospect of 20% growth 
| in corporate earnings this year against 
| 9% expected for 1992, says Baring Securi- 
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The Westin Plaza, Singapore 


Voted Best Business Hotel, Asia/ Pacific, 1992 by the travel trade. Source; Pata Travel News and Travel Trade Gazette. 


The Westin Plaza, Singapore: Rese 
Other Westin Ho 


WESTIN 


HOTELS & RESORTS 


Westin Resort e 





se NISIIU Ч.О.А............ U934.UU 


--жәә aman ......... 


гтирршез ........... 


.N£31.0 


«мм г New ZPdalanu ........ 


..DU30 KONANG ...........о 10 MGONeSIa ........ NPS 4,9UU  malaysia ........... 


RUNG so 2222222; 








FarEasternEconomic 













LU) 


T 











| 





TRAVEL 


DISCOVER HOW 
DIFFERENT WE 
ARE. AND HOW 
VERY MUCH ALIKE. 





The magic of flight makes 
the world seem smaller, the 
possibilities larger. There 
are endlessly fascinating 
places to explore, ideas to 
examine, people to meet, 


opportunities to pursue. Go. 








BOEING 


“WHO WAS 
BEHIND 
THAT COUP 
АТТЕМРТ 
LAST YEAR?" 


When you need important information, you 
invariably-warit it fast and accurate. The Re- 
view Index enables rapid-access to the most 
respected Asia-Pacific information source: 
The Far Eastem Economic Review:’Every- 
thing published during the preceding quarter, 
by country, subject and date is detailed in the 
Review Index. 














This essential research tool is also available 
as a cumulative annual edition. End hours of 
needless searching. Subscribe now v and ге- 
ceive your Review гаа 
Index four times | 
per vear, including 
the cumulative an- 
nual at US$59 per 
annum, or the cumu- 
lative annual alone 
for US$43 per ©: 
annum. 





The Far Eastern Economic Review 

GPO. Box.160, Hong Kong 

Fax: (852) 503-1549 Phone: 6%) 508-4338 
Telex: 66452 REVCD HX 


Yes, [ want to start receiving the Review Index; 


C) 3 Quarterly Editions Plus the Cumulative | 
Annual Edition for US$59.00, HK$460.00, 
£34.00. Y7.680.00; S$99.00/M$ 154.00. | 


| 

| 

| 

| 

| 

| А The Cumulative Annual Edition for US$43.00, 
"HK$336.00, £25.00, X5,610:00, 5572; o9 

| Msris00.- 

| 

| 

| 

| 


52 Name 2: 


Е Address: ios E Қ ШЕЛ 1 














| 

[| 

| 

EC 

| E Charge my credit card = oe 
pe 5 visa. 2 MasterCard E Amex 
| 

| 

| 





Card No: 
Expires: 


© Signature: 





9 Bilt me. 








LETTERS 


Letters intended for publication must include 
the writer's name and address. All letters are 
subject to editing for length. 





‚ Downbeat down under 

| There is a rose glow about Hal Hill's 
| Neighbours forever [THE 5TH COLUMN, 14 
: Jan]. His presentation of the developing 
; economic relationship between Australia 


and her Asean neighbours obscures its so- 
bering realities. Hill's view is commonly 


| held among businessmen and government 
| officials and some academics, but it is a 
‚ rather superficial one, based on the as- 
: sumption that as our shared economic in- 
| trerests grow all other barriers between us 


; will accordingly diminish. 


Certainly Australian attitudes towards 


| Asia have changed. But the pace of change, 
| other than on the part of certain business 
| interests, is sluggish. Claims about our new 


intimacy with the region, for example, 
stand in contrast to the poor attention we 
give events in the neighbourhood. 

While Asian studies has been given a 


; boost in our schools and universities in re- 


cent years, Australians still do not see 


| themselves as having close cultural and 


political ties with their Asian neighbours. 


| Press reporting is sketchy and lacking in 
; continuity, focusing largely on the sensa- 
| tional and negative side of events in the 
| region. Indeed, the policies of some Asean 
| governments unfortunately ensure that the 


“politically harmonious and socially and 
culturally intimate” relationship Hill 


; speaks of is, in reality, Ше more than a 
| pipe dream. 


Trade, investment and other economic 


| interests do help bring nations together. 


But they represent the opportunistic side 
of a relationship. It is the encounters out- 
side the marketplace — on humanitarian, 
environmental, social and cultural concerns 
— that are necessary to give it an enduring 


; quality. These channels remain weak, if not 
| suppressed. For one thing, until the au- 


_ thoritarian political system of Asean's 


lar- 


| gest member, Indonesia, is freed up, our 
, relationship with the region will not 


achieve its creative fulfilment. 
JAMES DUNN 
Moruya, New South Wales 


Seeing red 
Recent events have shown that the Khmer 
Rouge has tightened its military grip on 


; Cambodia [Cambodia: Quagmire Deep- 
‚ ens, 17 Dec. '92]. It can now ferment racial 


hatred towards the Vietnamese, kidnap 


_ UN peacekeepers and pound UN positions 
| without anyone's returning fire. Obviously 
| this has hardened its decision to retake 


_ power through military means rather than 
| risk an election in which it would probably 
| lose. This is the main reason the Khmer 
| Rouge has refused to disarm, place its 
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troops in cantonments and allow access to 
areas under their control, all of which is 
required by the Paris peace accord. Nayan 
Chanda has also confirmed what many 
had hitherto suspected: that Thai army 
units are moving freely in the areas con- 
trolled by the Khmer Rouge. No wonder 
the Thai army is unhappy with sanc- 
tions. 

On the political side, the United Nations 
Transitional Authority in Cambodia 
(Untac) has lost a golden opportunity to 
bring about a reconciliation between Prince 
Sihanouk and Premier Hun Sen, which 
might have then been in a position to resist 
the Khmer Rouge. Instead the Khmer 
Rouge continues to gain legitimacy by its 
inclusion in the legal government of the 
country. 

As for organising a "free and fair" elec- 
tion without the Khmer Rouge, Untac will 
have to ensure the security of both candi- 
dates and voters. Events, however, have 
shown Untac incapable of protecting its 
own personnel. Without the authority to 
return attacks on the Khmer Rouge, with- 
out purging the Khmer Rouge from the Su- 
preme National Council (from which they 
derive legitimacy) and without lending 
support to Cambodian government efforts 
against the Khmer Rouge, Untac will con- 
tinue to lose credibility and the Khmer 
Rouge will continue to flout last year's 
peace agreement with complete impunity. 

MAHMOOD ELAHI 
Ottawa 


Scandalous comparisons 

Your 21 January editorial [Tokyo's real 
scandal] was no doubt correct, both in its 
reference to Japan as a one-party state and 
in identifying the over-regulation of the 
economy by an unaccountable and perma- 
nent bureaucracy as a major reason for Ja- 
pan's political scandals. 

It is interesting to observe that this situ- 
ation is not at all unlike that of the US, 
where an entrenched Congress controlled 
by what amounts to a single party of 
"Republocrats" produces scandal after 
scandal (e.g., the savings-and-loan fiasco, 
the House Bank check-kiting scheme, the 
House Post Office mess, the free meals, etc., 
etc.) and where an ever-expanding federal 
bureaucracy strangles the economy with 
volumes of incomprehensible regulations. 

Considering that the basis of Japan's 
present political system was imposed on 
the Japanese by the US post-war occupa- 
tion, is it any wonder that the two systems 
share similar ills? 

NEIL L. MEYERS 
Taipei 
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the Rooster, the signs do not look promising for Pe- 


A s the Year of the Monkey makes way for the Year of | 


king. The collapse of communism, the growth of an | 


EDITORIAL 


Rule of law, not rulers г 


А New Year's resolution for China 


i 
4 


| 


organised Overseas Chinese movement for representative | 
government, the stated plans of the new American presi- | 
dent to “get tough" with China, the row with Hongkong | 
|, power that terrifies investors. 
Chinese characteristics" have all helped put the Chinese | 
| open economy holds many lessons for China. Given the 
| less-than-individualist ethos that has characterised China for 
But all is not gloom and doom. For the first time in the | 


and the intellectual backflips for "market socialism with 


Communist Party on the defensive. As usual, Peking hopes 
to paper over weakness with stepped-up belligerence. 


enormous history of China there exists a free, prosperous | 


i 


and democratic China, which has taken root in the unlikely | 
| tion of Taiwan from a backwards island ruled by the rem- 


soil of Taiwan. In Hongkong, too, the colony has produced 
pro-democracy politicians who enjoy the explicit mandate 
of the people. The old men wielding power in Peking view 
these twin developments as threats; we see them as the 
foundation stone for China's future. Elections and demo- 
cracy are a long way off for China, but what most clearly 
distinguishes Hongkong and Taiwan is that they are the 
only parts of China where Chinese enjoy the rule of law. 
This is no small achievement. Although strongmen have 
long invoked "the law" as cover for cracking heads, the idea 
of a rule of law is in starkest contrast with the arbitrary rule 
of rulers. A rule of law means rule not by men or of political 


І 


parties, but justice under a set of guidelines applied equally | 


to all. It means that the law is clear, understandable and 


fairly predictable, without the arbitrary swings to and fro | 
‚ realised at any time in the history of Chinese societies — a 
It holds due process in as high regard as outcome. The rule | 
of law also includes a sacred respect for property rights, the | 
| with the highest standard of living of any Chinese society? 


that characterise both totalitarian and authoritarian regimes. 


most effective hedge against expansive state power and 


therefore especially critical for minorities. Although there | 
can be a rule of law without democracy (Hongkong, for a | 
| expense of China's. Both Hongkong and Taiwan, not to 
‚ mention Singapore and the Overseas Chinese communities 


rare example), democracy without the rule of law (witness 
the Philippines) finds itself continually under assault. 


China has only the trappings of a rule of law. Its consti- | 
| socialism cuts ever smaller slices, capitalism bakes a bigger 


tution declares freedom of speech, of the press, of religion, 


of assembly, of procession and of demonstration. It also | 
| investment, China realises at least part of the equation. It 
| has yet to understand, however, that what these Chinese 


says that no individual or organisation is above the law. The 
publicised human-rights cases are only the tip of the iceberg 
when it comes to Баа promises not supported by 
institutions or actual practice. The good news is that invest- 


ment along the southern coast of China is helping to create | 
some of the conditions necessary for the rule of law. In | 
| ern conditions for a developed and peaceful society — no 
_ midnight knock on the door, no special status for anyone, 


particular, the institution of the contract — freely entered- 
into agreements between two parties — is a radical notion. 


Once people have some freedom to arrange their economic | 
‚ one wish for China, it would be that its rulers resolve to end 


affairs, political liberties may be close behind. 


Unfortunately, the widespread graft, piracy and officially 
tolerated crime that plague southern China hamper this de- | 
velopment. At a certain point in the transition to a deve- | 








loped nation, especially in a world белоп ШЫ; "m" 

tions such as copyright and enforceable contráets?BEcome 
critical. At the same time, raw'assertions of power have side 
effects rulers never before had to consider. China's deliber- 
ate intention to. drive down the Hongkong stockmarket for 
political reasons is just the kind of arbitrary exercise of 


Taiwan's evolution towards freer politics and a more 


centuries, the emergence of an elected government — how- 
ever much further it has still to go — ranks as an achieve- 
ment of revolutionary proportions. Indeed, the transforma- 


nants of a Nationalist/ warlord coalition into a prosperous 
and democratic state marks a great moment in the story of 
human progress. With no tradition of separation of powers 
or democracy, and under constant threat from a powerful 
neighbour, Taiwan's maturation was hardly inevitable. And 
in fact most China experts completely missed it. 


ongkong presents a similar case study. However com- 
plicated its colonial legacy may be, patriots beginning 
with Sun Yat-sen have seen in it a model of a China 
that unleashed the creative potential of its people. Just be- 
fore he died in 1988, the veteran Chinese journalist Tsang 
Ki-fan put it this way: "This is the only Chinese society that, 
for a brief span of 100 years, lived through an ideal never 


time when no man had to live in fear of the midnight knock 
on the door." Is it any surprise that this is the community 


Perhaps most important to remember is that Taiwan and 
Hongkong's economic development did not come at the 
throughout the region, have proved the old adage that while 
pie. In its drive to attract these very people as sources of 
sources offer goes far beyond investment dollars to an ethos 
of wealth and an appreciation for the laws, practices and 
procedures that create and sustain prosperity. 

The conditions that define the rule of law reflect the mod- 
no taking of property or tearing up of contracts. If we have 
the Year of the Rooster crowing that China had at last 


moved towards creating a legal system that ensured justice 
rather than enshrining privilege. в 














WiTH TRADE FINANCE EXPERIENCE LIKE OURS. 
You CAN MAKE A LASTING IMPRESSION IN ASIA. 





One bank has been making its 


mark in Asian trade and finance for 
more than 125 years. 

HongkongBank. 

We've been fostering international 


trade in Hong Kong since 1865, 


Singapore since 1884 and Thailand 
since 1888. Not surprisingly, no other 
bank has a deeper understanding of Asia. 
Today, as the principal member of 
the HSBC Group, we offer the support 
of the Group's network of 3,300 offices 
worldwide, including over 600 in Asia. 
No matter where you or your 
trading partners may be, your transactions 
are processed quickly and efficiently. 


And Hexagon, our global electronic 





financial services system, gives you 
total control of your global trading 
position from your own office. 

Contact your nearest HongkongBank 
office to find out why Asia’s first bank 


of yesterday is still the first bank of today. 


HongkongBank 


The Hongkong and Shanghai Banking Corporation Limited 


Fast decisions. Worldwide. 





4 FEBRUARY 1993 VOL: 156 МО:5 


СОМТЕМТ5 


> 
5 
5 
g 
E 
2 
3 
й 
m 
т 





Sihanouk claims һе can do better than 
the UN. Page 20. 





ОЧУШ!© O3H5 


Japanese consumers discover no-frills 
electronics shopping. Page 44. 


Regular Features 


4 Letters 

5 Editorial 

9 Intelligence 

14 Regional Briefing 

28 The 5th Column 

29 Traveller's Tales 

34 Research & Innovation 
43 Economic Monitor: Japan 
55 Business Briefing 

56 Prices & Trends 

57 Stockmarkets 

58 Shroff: Hongkong, Tokyo 
62 Profile: Ding Cong 


4 FEBRUARY 1993 











CASA 
CAMBODIA'S NORODOM 














Regional 


COVER STORY 


P rince Norodom Sihanouk has lost none 
of his passion for Cambodia. 
Ascending to the throne in 1941 at age 18 
and ousted as head of state in 1970, 
Sihanouk has dominated Cambodian 
politics for more than 50 years. In an 
exclusive interview with Deputy Editor 
Nayan Chanda, the 70-year-old prince says 
he wants one last chance to bring peace to 
his troubled country. He also sharply 
criticises UN peace-keeping forces, calling 
them "a terrible cocktail of races who do 
not even understand each other." Page 20. 
Cover photo by Nayan Chanda 





10 Taiwan: Dutch shipyard seeks submarine deal 


12 Thailand: Chamlong turns down top party post 


12 Indonesia: Army steps into Christian factional dispute 


13 Malaysia: Mahathir and sultans slug it out 


15 Foreign Relations: US signals tough China policy 


16 Japan: Acid rains from continental Asia 


17 Hongkong: Row over move to merge legal profession 


25 Thailand: Education system fails rural poor 


26 Australia: Student centres spark commission wars 


27 


Vietnam: Communists face crisis of confidence 





FAR EASTERN ECONOMIC REVIEW 


Arts & Society 


30 Medicine: Who is dead? Seeking a definition 
31 Australia: Farmers oppose return of park to Aborigines 
32 


Books 


Policies: President-elect Kim takes on South Korean economy 


Finance: China's army advances into the currency market 


Industry: Feverish building in China fuels metals imports 


Retailing: No-frills electronics stores find a niche in Japan 


Companies: Malaysian newspaper buy-out seals political truce 


Trade: China's textile trade to draw US scrutiny 


Economies: Energy firms see new frontier in Kazakhstan 


Energy: Warning signs over Vietnam power project 


Companies: Plot thickens in struggle for Philippine Airlines 


Aviation: Labour strife bruises Hongkong's Cathay 


Policies: Singapore tries to breed entrepreneurs 


ч 





FarEasternEconomic 





Dow Jones & Co. 


Editor: L. Gordon Crovitz 
Deputy Editor: Nayan Chanda 


Regional Editor: Charles Smith; V. G. Kulkarni Depuly; 
Gavin Greenwood, К. Nadarajah Assistants 


Business Editor: Nigel Holloway; Andrew Waller Deputy; 
Clarry Hubbard, Chris Gay Assistants 


Arts & Society Editor: Frank Ching; Don Cohn Books Editor 
Senior Editors: John M. Leger, William McGurn 

Assistant Editor: Jason T. Shaplen 

Focus Editor: Michael! Malik 

News Editor: Paul Bayfield 

Chief Correspondent: Rodney Tasker 

International Finance Editor: Anthony Rowley Tokyo 


Specialist Contributors: Bob Johnstone Technology; 
Henny Sender Finance; Mark Clifford Industry; 

Carl Goldstein Chinese Affairs; Michael Westlake Transport; 
N. Balakrishnan Singapore; Morgan Chua Cartoons; 

Paul Mooney China Trade; Bertil Lintner Burma; 

Tai Ming Cheung; Jonathan Karp 


Art Director: John Hull; Ricky Hui Deputy; Ringo Chung, 
Ray Leung Assistants 


Production Editor: Henry Chiu; Winnie Law Deputy 
Librarian: Jan Bradley; Roger Tam Deputy | 
Editorial Administrator: Lily Кап 


BUREAUX 

Bangkok: Paul Handley 2511139 

Hanoi: Murray Hiebert 259621 

Islamabad: Salamat Ali 823349 

Jakarta: Suhaini Aznam 3847874 

Kuala Lumpur: Michael Vatikiotis, Doug Tsuruoka 2308331 
Manila: John McBeth, Rigoberto Tiglao 5221808/595077 
New Delhi: Hamish McDonald 4627764 

Peking: Lincoln Kaye 5321550/5321397 

Seoul: Shim Jae Hoon, Ed Paisley 732-7354 
Singapore: 2203720 

Taipei: Julian Baum 502-2359 

Tokyo: Robert Delfs, Jonathan Friedland, 

Louise do Rosario 32708229 

Washington: Susumu Awanohara 862-9286 


OTHER CORRESPONDENTS AND CONTRIBUTORS 
Brussels: Shada Islam London: James Bartholomew 
Calcutta: Jayanta Sarkar Moscow: Jeffrey Lilley 
Canberra: Jacqueline Rees New York: Jonathan Burton 
Colombo: Manik de Silva Phnom Penh: Nate Thayer 
Dhaka: S. Kamaluddin Rangoon: M. C. Tun 
Islamabad: Ahmed Rashid United Nations: Ted Morello 
Kathmandu: Kedar Man Singh Wellington: Colin James 


ADMINISTRATION | 
Publisher: Thomas P. Eglinton | 
General Manager: Mitchell A. Klaif 

Company Secretary: K. S. Tsang 

Advertising Director: Thomas J. Harter 

Marketing Services Manager: Sally Walker 

Circulation Manager: Agnes Ting 

MIS Manager: Vincent Hong 

Advertising Services Manager: Bea Cheang 

Published weekly, every Thursday, in Hongkong since 1946. All Rights 


Reserved, © Review Publishing Company Limited, Hongkong, 1993. 
A wholly-owned subsidiary of Dow Jones and Company Incorporated 


Offices: 25/F, Citicorp Centre, 18 Whitfield Road, Causeway Bay, Hongkong. 
Postal address: GPO Box 160, Hongkong 

Telephone: Editorial 508 4381, Subscription Customer Service 508 4338, 
General Business 508 4300. 

Fax: Edilorial 503 1530, Subscription Customer Service 503 1549, Advertising 
& General Business 503 1537 

Telex: Editorial 75297 ECWEK HK, Circulation, Advertising & General 
Business 66452 REVCD HX 

Cable: REVIEW HONGKONG 


| 
| 
Printed by Dai Nippon Printing Co. (HK) Ltd | 
Australia: Print Post Number PP 349181/00080. U.K.: Registered as а | 








newspaper at the General Post Office. U.S.A.: The Far Eastern Economic 

Review. (USPS 914-880) is published weekly, every Thursday, for US$149.00 
er year by Review Publishing Company Limited. U.S. Mailing Agent — 
atamovers, Inc., 36 W. 36th St., New York, N.Y. 10018. Pg ^ class postage 

paid at New York, N.Y., and additional mailing offices. U.S. POSTMASTER: 

send address changes to Far Eastern Economic Review c/o Datamovers, Inc., 

36 W. 36th St., New York, N.Y. 10018-8002. 


Member of the Audit Bureau of Circulations, London. 








No.5 


4 FEBRUARY 1993 


ааа а аа ра аан Ó—M— 


Сип Виппегѕ 
Chinese surface deliveries of arms, am- 


| munition and other military materiel to 
Burma is continuing. During the night of | 
| 11 January, 130 heavily laden Chinese 
| army trucks were observed crossing the 


bridge over the Shweli River that connects 


| crete bridge was completed in October 


1992 and replaces a World War П-ега steel 
"Bailey" bridge. Infantry weapons are usu- 
ally sent by truck across the common bor- 


and poor worker discipline are the main 
reasons for the problems. In addition, ef- 
forts to import power from Russia are be- 


| ing hindered by similar power generation 


problems in the Irkutsk region to the north 
and by Mongolia's lack of hard currency. 
Ulan Bator's power plants supply most of 


Ruili in China's Yunnan province with | Hie айлану electricity Ше capitals 
Muse-in"northem Ванна: This new came | DOS If they run out of coal, industries 


| will close and many of the city's popula- 


der, while aircraft, patrol boats, artillery, | 


| armoured vehicles and other heavy equip- 


ment are delivered by sea to Rangoon and 
other ports. Almost half the weapons, mu- 


deal in 1989 have so far been delivered. 


Free Gift 
Peking has made a conciliatory gesture 


| — albeit a modest one — towards ВШ Clin- 
ton by linking the 21 January release of | 


veteran Hongkong editor and journalist Lo 


| Fu, held under house arrest in Peking for 


more than 10 years as an alleged US spy, 
to the incoming president's inauguration. 
Family members were told that Lo was 


this time in order to send a message to the 
Clinton administration. Lo, who is now 72, 


| being allowed to return to Hongkong at | 


was editor of the pro-Peking New Evening | 
Post and deputy editor-in-chief of the Ta | 
Kung Pao when he was arrested during a | 


visit to China in 1982 and accused of spy- 
ing for the US. 


Credit Tokens 
Vietnamese officials say Hanoi plans in 


| mid-February to return the remains of 18 


Japanese servicemen killed during Japan's 
occupation of Indochina in the 1940s. The 
move is interpreted as a response to Ja- 


| pan’s decision in November to resume bi- 


lateral credits to Vietnam, suspended after 
Hanoi's 1978 invasion of Cambodia. Un- 
like the US, Japan has not made the repa- 


triation of its missing soldiers a condition | 


in its relations with Vietnam. 


Locomotive Power 


The survival of Mongolia's economy 
now largely depends on the trains running 
on time. Coal stocks at the capital's main 


tion will have to seek shelter from the 
—20*C cold in yurt (felt tent) villages on the 
outskirts of town. 


Mystery Mission 
US Envoy to Cambodia Charles Twin- 


nitions and equipment Burma ordered | ing made a discreet visit to the provincial 


| from China under a US$1.4 billion arms | 


capital of Takeo, some 70 kilometres south 
of Phnom Penh, to meet a once powerful 
Cambodian politician now in retirement. 
Pen Sovan, a Hanoi-trained communist 
leader who, as general-secretary of the 
Kampuchean People's Revolutionary 
Party, was the strongman of Cambodia 


| after the ouster of the Khmer Rouge re- 


gime in 1979. However, Pen Sovan fell out 
with his Vietnamese backers in 1981 and 
spent the next decade under house arrest 
in Vietnam. Since returning to Cambodia 
in 1991, he has lived a secluded life outside 
the capital. 
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Pen Sovan. 


Storm Warning 


Peking has reasserted its claim to the 
disputed Paracel Islands to the extent of 
including them in the weather report at the 
end of the national evening TV news. While 


| the city-by-city forecasts used to end with 


Taiwan and Hongkong, the weather map 


| has recently been expanded to include the 


power station are now less than one day's | 


burning needs. Daily supplies come mainly 
by rail from a coal mine more than 100 
kilometres away. Shortages of spare parts 
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tiny islands situated off the Chinese coast 
south of Hainan Island and in an area con- 
tested by China, Vietnam, Taiwan, Malay- 
sia, Brunei and the Philippines. In 1988, 
Peking used the guise of setting up UN- 
sponsored weather stations to seize six is- 
lands in the neighbouring Spratly Islands. 
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TAIWAN 


Prepare to s 


Taiwan's shipping routes are the weak point in any potential conflict 
with China, but this could change thanks to a Dutch offer to help it build 


submarines. 


By Julian Baum in Taipei 


fter many years of unsuccessfully 

attempting to purchase warships 

from European shipyards, Taiwan 

has hit on a way to build a sub- 
marine force by acquiring shipbuilding 
technology and components from the 
Netherlands. 

Encouraged by support from the Dutch 
parliament, the Rotterdamse Droogdok Mij 
(RDM) shipyard has presented Taiwan's 
Defence Ministry with a proposal that 
would allow diesel-powered submarines to 
be built in Taiwan under licence. 

If Taiwan accepts the offer it may be in 
à position to prevent, or at least discour- 
age, Chinese interference in its key ship- 
ping routes — something that Peking 
might well attempt in the event of hostili- 
ties with the mainland. However, Taiwan 
may delay a response to the Dutch offer in 
the hope of eliciting other proposals from 


10 


European shipbuilders. 

The arrangement with the Netherlands 
would be similar to one with the US under 
which the China Shipbuilding Corp. is now 
building Perry-class frigates in its Kao- 
hsiung yards in southern Taiwan. RDM of- 
ficials in the Netherlands are hopeful that 
technology transfer and assembly of the 
submarines in Taiwan would not violate a 
1984 agreement with China blocking arms 
sales to Taiwan — at least as it is inter- 
preted by the Dutch Government. 

"We're not in a position to deliver com- 
plete submarines, whether unarmed or 
not," an official at the RDM shipyard told 
the REVIEW in a telephone interview. “But 
it is possible to deliver some components, 
and if that would suit the needs of the Tai- 
wanese, it would be very helpful to us." 

The first phase of the new proposal in- 
cludes the provision of technology and 
components to assemble four new Walrus- 
class submarines, a more advanced vessel 
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ace 


than the two Dutch boats Taiwan already 
operates. 

Taiwan's attempts to build a submarine 
fleet have been frustrated for more than a 
decade. The only success so far is a par- 
tially completed sale from the Netherlands 
which was agreed in 1981. Two Zwaard- 
vis-class boats were subsequently deliv- 
ered in the late 1980s. Further purchases 
were blocked by Peking, which temporar- 
ily withdrew its ambassador from The 
Hague in retaliation for the sale. The Neth- 
erlands subsequently agreed in 1984 not to 
sell any more arms to Taiwan on condition 
China increased its purchase of Dutch con- 
sumer goods. 

The Key to the latest Dutch offer is the 
changing attitude of MPs in The Hague 
who do not share their government's cau- 
tion about arms sales to Taipei. After the 
Dutch Government refused to issue an ex- 
port licence for 10 submarines for Taiwan 
valued at US$47 billion, parliament passed 
a resolution in February 1992 placing con- 
ditions on continuing the ban. The condi- 
tions were that China should "substan- 
tially" increase its trade with the Nether- 
lands during 1992 and that no other Euro- 
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pean country sold arms to Taiwan. Neither 
condition was met. 

The parliamentary action triggered nu- 
merous visits to Peking by the Dutch min- 
isters of foreign affairs and trade during 
1992, including three ministerial-level trips 
at year end. But a report to parliament by 
the Dutch Trade Ministry in mid-Decem- 
ber said that trade had increased by only 
30% in 1992, far short of expectations. Last 
year's decisions by the US and France to 
sell advanced jet fighters to Taiwan, cou- 
pled with a shift of opinion in the Dutch 
parliament in favour of the deal, served to 
raise hopes for Taiwan and RDM that a deal 
could be consummated. 

Another reason for renewed Dutch in- 
terest in the deal is the prospect that RDM, 
one of the oldest shipyards in the Nether- 
lands, may soon have to close its subma- 
rine division. RDM is now completing a se- 
ries of four Walrus-class submarines for the 
Dutch navy, with the last due to be deliv- 
ered this year. Additional production of 
components for the Taiwan boats would 
allow the shipyard to continue operating 
its submarine division and secure work for 
its 500 employees. 

Taiwan, however, is also thought to be 
eyeing other suppliers. Sources in Taipei 
say France has offered diesel-electric sub- 
marines, though the navy has apparently 
placed its highest hopes on Germany. A 
retired defence official said the navy would 
prefer German submarines since they are 
considered technically superior. But Ger- 
man sources told the REVIEW that a discus- 
sion of the sale at ministerial level in De- 
cember was inconclusive despite strong 
support from former German economics 
minister Juergen Moellemann who had vis- 
ited Taipei a month earlier. 

Now that Moellemann has stepped 
down, and with opposition from the Ger- 
man Foreign Ministry, sources say it is un- 
likely that Bonn will allow its shipyards to 
make an offer. A formal decision on the 
proposal is expected soon. 

Another possible supplier, according to 
reports from the US, is the Litton Indus- 
tries subsidiary, Ingalls Shipbuilding of 
Pascagoula, Mississippi, though an Ingalls 
representative in Taipei denied the com- 
pany had any plans to sell submarines to 
Taiwan. The US has not permitted further 
submarine sales since two US-built Guppy- 
class vessels were transferred to Taiwan in 
1973. Although extensively modernised, 
these vessels are now almost 50 years old 
and are used mainly for training. 

Analysts say the main obstacle has been 
Washington's tight rein on providing Tai- 
wan with anti-submarine warfare technol- 
ogy in an attempt to deny it offensive ca- 
pabilities that could cause tension in the 
region. 

Within Taiwan the acquisition of sub- 
marines has been the subject of a long 
standing strategic debate. Naval planners 
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point out that the island’s main shipping 
routes are vulnerable to blockade from 
China — which operates one of the largest 
submarine fleets in the world. They said 
an effective deterrent to this threat would 
include a fleet of 10-12 submarines operat- 
ing from several bases around the island. 

However, despite the navy's enthusi- 
asm for such a capability, there is no con- 
sensus in military circles on Taiwan's need 
for an expensive and hard-to-maintain sub- 
marine arm. "The air force is our first pri- 
ority," said Richard Yang of the Sun Yat- 
sen Centre for Policy Studies, a govern- 
ment-sponsored research institute in 
Kaohsiung. 

Other naval analysts point out that the 
Taiwanese navy has made significant 
progress in the past couple of years in up- 
grading its anti-submarine warfare capa- 
bilities. This has included the building of 
the Perry-class frigates and the purchase of 
hulls for French Lafeyette-class frigates, a 
type of vessel originally developed to 
counter submarine threats. 

In addition, shortly after the F16 fighter 
deal last September, the US Defence De- 
partment approved the sale of a dozen 
anti-submarine helicopters. "These surface 
and air-based anti-submarine weapons sys- 
tems could pose more of a threat to Chi- 
na’s submarines than the handful of 
submarines the Taiwanese are now look- 
ing to acquire,” said a Western military 
analyst. 

The expenditure involved in the Dutch 
submarine deal would also require legisla- 
tive approval. Taiwan’s new legislature, 
which convenes on 1 February, is expected 
to scrutinise defence spending more closely 
than its predecessors. “With a limited de- 
fence budget, the legislature won't allow 
expensive upgrading unless there is strong 
case it can do the job," Yang said. 

The previous legislature criticised the 
defence ministry's plans to spend more 
than US$12 billion on advanced fighter air- 
craft from the US and France for failing to 
include technology transfer and co-produc- 
tion. Although lawmakers approved the 
first year's instalment of payments, they 
attached conditions that there be some lo- 
cal procurement or technology transfer in 
future years. 

Yang said the technology transfer fea- 
ture of the Dutch proposal could be attrac- 
tive to lawmakers. But he added that it is 
questionable whether the other armed 
services would support it given the higher 
priority placed on modernising such areas 
as electronic warfare. 

Taiwan’s interest in acquiring the Dutch 
submarines coincides with a strong de- 
mand for submarines in several other 
Asian countries. South Korea recently took 
delivery of its first-ever submarines from 
Germany. Other Asian countries looking 
to build up their submarine fleets include 
India, Pakistan and Malaysia. a 
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THAILAND 


Fallow season 


Chamlong refuses party leadership, returns to farm 


By Rodney Tasker in Bangkok 


or a man who is never ruled out of 
Е future power equation, Cham- 

long Srimuang remains the most en- 
igmatic figure in Thai politics. Take Palang 
Dharma's party convention on 23 January, 
when Chamlong refused entreaties to re- 
turn to the leadership of the party he 
formed, opting instead to continue work 
on a farming and leadership project. 

Chamlong's stubbornness confounds 
political observers and those Thais who ex- 
pected him to develop the international in- 
fluence he gained in May 1992. Then, he 
was the most visible leader of the thou- 
sands of Thai pro-democracy protesters 
who braved the army's bullets to force 
former army chief Suchinda Kraprayoon 
out of the premiership. 

The former popular Bangkok gover- 
nor's courage — though criticised by many 
middle-class Thais as reckless and confron- 
tational — earned him a Magsaysay 
Award for government service, citing his 
"stunning act of non-violent protest." Now, 
his insistence on staying down on the farm 
is disappointing post-May activists who 
regard him as a rallying point to keep pres- 
sure on the government to finally clear up 
the issue of those still missing after the 
four-day bloodbath, with its official tally of 
52 killed and many more wounded. 

"Everyone had placed their hopes on 
[Chamlong] but he is about to demonstrate 
his wish not to take responsibility," said 
Adul Khiewboriboon, leader of the Com- 
mittee of Relatives of the May '92 Heroes. 
The committee claims many more Thais 
are still missing than the figure listed by 
the Interior Ministry. 

Yet many political analysts still view 
Chamlong, a former major-general, as a 
potential prime minister, despite his strict, 
ascetic Buddhist personal regime and puz- 
zling personal political agenda. Chamlong 
had allowed himself to be suggested as the 
next prime minister before the September 
1992 general election, and some senior 
Palang Dharma members believe he still 
has that eventual goal. 

For weeks before the Palang Dharma 
convention Chamlong kept his party co- 
horts guessing whether he would return to 
the leadership he renounced at the height 
of the May confrontation. He had refused 
a cabinet position in Prime Minister Chuan 
Leekpai's Democrat-led five party coalition 
which emerged after the election, saying 
he would not accept political office if his 
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Chamlong’s puzzling political agenda. 


party suffered at the hands of “dirty” 
forces in the polls. In fact, Palang Dharma 
increased its number of MPs from 41 to 47 
in the election, but Chamlong is known to 
have smarted at the loss of nine seats in the 
party’s Bangkok bailiwick. 

But the day before the convention 
Chamlong displayed the supreme influ- 
ence he retains in the party he first set up 
to fight the 1988 general election. Having 


earlier tried and failed to persuade former 
prime minister Anand Panyarachun to ac- 
cept the party leadership, Chamlong gath- 
ered four senior Palang Dharma members 
at his home and asked them to choose one 
of their number to put to the meeting next 
day as unchallenged leader. 

Chamlong reportedly favoured Foreign 
Minister Prasong Soonsiri for the post, but 
it was Deputy Prime Minister Boonchu 
Rojanastien who emerged as leader in 
the somewhat undemocratic exercise. 
Boonchu, a former banker and deputy 
prime minister in charge of the economy 
under former premier Prem Tinsulanond 
in the early 1980s, joined Palang Dharma 
just before the September 1992 election. He 
inherited a party which is in danger of be- 
coming deeply factionalised without 
Chamlong’s charismatic hand at the helm. 

In his address to the convention, 
Chamlong bemoaned the fact that there 
had been a power struggle for the party 
leadership, which “would be common- 
place in other political parties, but I find it 
very unusual that it takes place in the 
Palang Dharma.” 

Then it was back to his farm in 
Kanchanburi province, west of Bangkok, 
where he is growing rice and fruit without 
the use of pesticides, fertiliser or irrigation 
water and where he is training a group of 
farmers to be honest, responsible commu- 
nity leaders. But some senior party mem- 
bers expect Chamlong to retain close ties 
with what was hitherto dubbed a one-man 
party, and to come to the fore again at the 
next general election. " 





INDONESIA 


Sword and 
the cross 


By Suhaini Aznam in Jakarta 








A small dispute stemming from differ- 
ences over who should lead the Batak 
Protestant Christian church in northern 
Sumatra has grown into a full-blown cri- 
sis, complicated by protests from clergy 
and students, charges of military inter- 
vention in religious affairs and a civil suit 
in court. 

Although Indonesia does not formally 
separate church and state, a degree of au- 
tonomy is traditionally given to the five 
recognised religions in the conduct of 
their internal affairs. The Batak dispute 
places a question mark over this princi- 


ple. 
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The dispute is the second issue involv- 
ing the churches in recent months. Last 
October and November, three Protestant 
churches and the community hall of a 
Catholic church were attacked, and at 
least one burnt down, by Muslims in- 
censed by Christian evangelical pam- 
phlets ridiculing the Koran and the 
Prophet Muhammad. The army moved 
in quickly to control the situation, defus- 
ing a potentially dangerous situation. 

This time, albeit under totally differ- 
ent circumstances, the military itself has 
decided to take sides in a church matter. 

The office of ephorus, roughly equiva- 
lent to a bishop, is a highly respected and 
influential one in the Batak community, a 
predominantly Christian ethnic group 
comprising 30% of North Sumatra's 
population. The congregation, through a 
500-strong grand synod, elects an 
ephorus once every six years. 

But the synod failed to agree on a can- 
didate when it convened on 23-28 No- 
vember to choose a successor to outgoing 
Ephorus S.A.E. Nababan. Split by 
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MALAYSIA 


Tit for tat 


QE" 


Mahathir steps up pressure on reluctant rulers 











By Michael Vatikiotis in Kuala Lumpur 
he confrontation between the gov- 
ernment and the country's nine sul- 


T tans, or hereditary rulers, over the 


latter's position and rights is rapidly turn- 
ing into a campaign of attrition. The gov- 
ernment has moved to withdraw all privi- 
leges customarily accorded to the rulers 
but not expressly stipulated in the consti- 
tution. In a counter-move, the sultan of Jo- 
hor has asked the state civil service, of 
which he is the head, to boycott all govern- 
ment functions. 

The parliament on 18-20 January passed 
government-proposed amendments curb- 
ing the legal immunity of the rulers, but 
they unanimously rejected this move. Ob- 
servers fear that the course of this war may 
now be running into more dangerous wa- 
ters. With neither the rulers nor Prime Min- 
ister Datuk Seri Mahathir Mohamad pre- 
pared to give ground, there have been 
hints that the repercussions could well in- 
clude the erosion of political support for 
Mahathir as well as dent overseas investor 
confidence. 

Soon after the amendments were 
passed, the cabinet went a step further by 


factionalism, the meeting ended in disar- 
ray. In the ensuing vacuum, the regional 
military commander, Gen. Pramono, in 
his capacity as regional head of the co- 
ordinating body for national stability 
(Bakorstanasda), decided to appoint S. M. 
Siahaan, a name put forward by one fac- 
tion within the synod, as acting bishop. 
It is not clear why the military inter- 
vened in an isolated church problem. 
Nababan reputedly was something of a 
government critic, said a Batak lawyer in 
Jakarta. On one occasion, for instance, he 
had refused to allow the church's name 
to be used to endorse the secular 
Pancasila doctrine, the national philoso- 
phy. The lawyer believes the military 
command took this opportunity to name 
a more pliable person to office. 
Resenting what it saw as military 
high-handedness, the congregation pro- 
tested Siahaan's inauguration on 31 De- 
cember and tried to block the ceremony 
by occupying a church in Pearaja, a vil- 
lage about 275 kilometres south of 
Medan, the provincial capital. Repre- 


ordering some royal privileges withdrawn. 
With immediate effect, Mahathir said, 
budgetary allocations for royal households 
would not exceed their stated amounts; he 
would discontinue his weekly briefings 
with the king; and all civil servants should 
ignore summons by the sultans. 

Mahathir said the government would 
only sanction privileges and allocations 
expressly provided for in the constitution. 





sentatives from the congregation also 
marched to the provincial legislature and 
filed a petition with the North Sumatra 
High Court for a stay of execution on 
Siahaan's appointment. On 11 January, 
the court suspended Pramono's orders, 
until a permanent ephorus was elected. 

Backed by the military, however, 
Siahaan went ahead to hold office, spark- 
ing off sporadic demonstrations in 
Pearaja and Medan over the next two 
weeks. Some 50 people, including a 
clutch of priests, were arrested in Pearaja. 
About 90 more were arrested in Medan 
itself; many were beaten during deten- 
tion. 

Meanwhile, the simple solution — a 
reconvening of the grand synod, origi- 
nally targeted for mid-February, to elect 
a permanent ephorus — is ruled out un- 
til after the March parliamentary sitting 
that will re-elect President Suharto to a 
sixth term. For security reasons, the gov- 
ernment has forbidden all public gather- 
ings during this politically sensitive pe- 
riod. Г 
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“All privileges which are not rightfully 
theirs because their allocation is not spe- 
ifically provided for in law or regulation 
will not be given to them anymore," he 
said. 

Meanwhile, the Malaysian public has 
been allowed an unprecedented insight 
into the lifestyles and alleged excesses of 
the royal houses. Day after day, newspa- 
pers and other media organisations — all 
beholden to Mahathir's ruling United 
Malays National Organisation (Umno) or 
its allies — have carried stories, usually 
unsourced, detailing what the rulers earn, 
spend or own. One story said the sultan of 
Pahang spent M$4,000 (US$ 1,541) per day 
on his 200 polo ponies; another reported 
that the sultan of Johor's renovation of his 
Bukit Serene Palace in Johor Baru cost 
M$31 million over the past 12 years. The 
Selangor state government, the New Straits 
Times revealed, spends M$800,000 a year 
on its sultan’s yacht. 

Reportedly angered by the media as- 
sault, some rulers have retaliated. The sul- 
tan of Johor — whose alleged assault of a 
school hockey coach in November precipi- 
tated the current crisis — told civil servants 
in his state to boycott all government func- 
tions. 

In Kedah, Mahathir’s home state, Sul- 
tan Abdul Halim Mu'adzam Shah can- 
celled an investiture ceremony to mark his 
official birthday. This means he will not 
grant any titles this year, a move senior 
state Umno sources say indicates his dis- 
pleasure with the government. 

It remains unclear what moves the rul- 
ers will make collectively. However, ob- 
servers say, the government-encouraged 
media barrage may be doing more harm 
than good to the government's cause. "The 
people are getting restless," said an Umno 
insider, pointing to unease among Malay 
civil servants faced with a crisis of divided 
loyalties. "Everybody is shocked by Ma- 
hathir's decision not to brief the king,” he 
said. 

Certainly, the methods employed by the 
government, rather than the policy itself, is 
being questioned by the public. "This is just 
petty and unseemly," said a Malay busi- 
nessman in Kuala Lumpur. "The indecent 
haste with which the privileges were with- 
drawn is not a Malay or Islamic way of 
solving the problem," said a Malaysian 
academic, adding: “Тһе crudeness of Ma- 
hathir's approach may make him vulner- 
able, particularly in rural areas." 

Popular reaction is still hard to gauge. 
But Umno sources say a survey conducted 
for the government revealed that 60% of 
the Malay population is not in favour of 
the way matters have been handled. "I am 
afraid," said M. Ruslie, a Malay hotel em- 
ployee in Kuala Lumpur. "This is not an 
issue between the people and the rulers, 
but between the government and the rul- 
ers. Things could get out of hand." п 
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INDIA 
Boost for reforms 


In a move heralding an 
improvement in Indo-British 
ties, British Prime Minister 
John Major called for "an end 
to external [meaning Pakistani] 
support for the [Kashmiri and 
Sikh] militants" during his 
visit to New Delhi in late 
January. The fact that he was 
accompanied by an economic 
delegation from companies 
accounting for a third of 
British investment overseas 
was seen as approval for 
India's economic reforms 
under Prime Minister P. V. 
Narasimha Rao. Two 
agreements were signed — 
one between British Gas and 
the Gas Authority of India for 
a £100 million (US$156 million) 
investment, and the other for a 
joint venture in software 
engineering between British 
Aerospace and Hindustan 
Aeronautics. 





Deng veers left. 


CHINA 
Deng directive 


Chinese patriarch Deng 
Xiaoping made one of his rare 
public appearances when he 
stepped out with top Shanghai 
officials on the eve of the 
Lunar New Year. Supported 
by his daughter and secretary, 
Deng Rong, he delivered a 
short speech praising the 
communist party leadership 
and exhorting the 
Shanghainese to work hard. 
Deng looked much more 
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BRIEFING 





Major shows approval for India's reforms. 


feeble than he did during his 
Shanghai tour last year and his 
remarks were more 
conservative in tone. Press 
reports in Hongkong in mid- 
January have said that Deng 
recently issued a directive 
putting an end to the anti- 
leftist campaign spearheaded 
by the official media since last 
autumn. The directive 
reportedly urged officials to 
avoid reversing the 
government line on the 1989 
Tiananmen Square crackdown 
on pro-democracy 
demonstrators, continue 
combating "bourgeois 
liberalisation" and preserve 
some political authority for 
leftist officials who have been 
reshuffled or otherwise 
penalised for obstructing 
Deng's economic reforms. 





SOUTH KOREA 
Jet crash inquiry 


Investigations into the 1983 
downing of Korea Airlines 
Flight 007 by the Montreal- 
based UN International Civil 
Aviation Organisation have 
resumed. Persistent reports the 
plane was gathering 
intelligence when it flew into 
Soviet air space were not 
substantiated in the UN 
agency's preliminary 
investigation, and the US 
denied this Soviet claim. But 
since then Russia has 
announced it has the flight 
data and voice recordings, 


given a copy of the voice tape 
to South Korea and, along 
with the US, Japan and South 
Korea, agreed to revive the 
inquiry. Some experts question 
the authenticity of the tapes. 





CAMBODIA 
Camp shuts down 


The last Khmer Rouge- 
controlled refugee camp on 
the Thai-Cambodian border 
was closed as the remaining 
inmates were repatriated on 22 
January. At its peak Site 8 
housed some 45,000 refugees. 
АП 77,000 Khmer Rouge- 
controlled displaced persons 
have now returned to 
Cambodia under the UN High 
Commissioner for Refugees 
programme. The last Thai 
border camp, Site 2, is 
scheduled to close in March, 
bringing an end to the 
programme under which 
370,000 Khmers will have been 
repatriated. 





JAPAN 

Back to Sagawa 

Tax officials reopened 
investigations into the Sagawa 
Kyubin trucking group — 
accused of making illegal 
payoffs to Japanese politicians 
and issuing billions of yen in 
fraudulent loans and loan 
guarantees to yakuza- 
controlled companies — with a 
25 January search of Sagawa's 
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Kyoto headquarters. The 
officials were looking for 
evidence of tax evasion, an 
offence for which the group 
has been penalised on three 
previous occasions. The Tokyo 
Prosecutors' Office 
investigation last year turned 
up evidence of payments and 
loans by Sagawa companies of 
over Y95 billion (US$778 
million) to politicians and 
companies controlled by 
underworld interests, 
including Y500 million to 
former Liberal Democratic 
Party kingmaker Shin 
Kanemaru. Tax authorities 
suspect that the actual total in 
illegal payments and transfers 
may reach Y500 billion. 


Constitutional stand 
Prime Minister Kiichi 
Miyazawa, speaking on the 
first day of the new 
parliamentary session, 
reiterated his objections to 
revising the US-imposed peace 
constitution in what has 
become a widening rift among 
senior leaders of the ruling 
Liberal Democratic Party (LDP). 
Miyazawa said he did not plan 
to seek a change because there 
was no public consensus on the 
issue. Hiroshi Mitsuzuka, 
leader of a major LDP faction, 
has proposed a non-partisan 
panel to discuss constitutional 
changes to enable Japan to 
participate fully in UN 
peacekeeping activities and in 
future UN or regionally based 
collective security mechanisms. 
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96 of the workforce 
engaged in agriculture 
or fishing (1992) 


0 20 40 60 80 


Vietnam Ен 
China БЕЛИН Н 
Thailand ЕЕЕ 
India Sy 
Indonesia ЕЕЕ 
Philippines ЕЕЕ 
Malaysia ЕН 
South Korea ШЕН 
Taiwan 
Japan lj 


Source: REVIEW Data 


4 FEBRUARY 1993 





FOREIGN 


RELATIONS 


Caution to Peking 


A hardliner is back in State Department 





By Susumu Awanohara In Washington 

uring the US election campaign 
D and transition, Asia watchers scru- 

tinised Bill Clinton's every utter- 
ance on China to divine how his policy to- 
wards Peking might differ from former 
president George Bush's. They may now 
have their answer. 

Clinton's nomination of former US am- 
bassador to China, Winston Lord, as his 
key Asia specialist sends the strongest sig- 
nal yet that the new administration will in- 
deed be tougher on China. 

As assistant secretary of state for East 
Asia and the Pacific, Lord will give higher 
priority to democracy and human rights in 
China, while still trying not to isolate it, 
according to his friends. But opinion is di- 
vided on whether Peking will accept the 
"businesslike" US-China relationship 
which Lord advocates. 

Since returning from China just before 
the Tiananmen Square massacre in June 
1989, Lord has been among the most force- 
ful US critics both of the Peking govern- 
ment and of Bush's policy of "constructive 
engagement." In a similar vein, he has 
strongly supported a Radio Free Asia 
which he says would inform Asians living 
under repressive regimes about themselves 
and "help shorten the road to freedom." 

As chairman of the government-funded 
National Endowment for Democracy for 
the past year, Lord has also preached and 
practised something which Clinton prom- 
ised would be a key objective of his foreign 
policy. Lord has argued that in the post- 
Cold War environment, the US must con- 
tinue to “promote our interests and project 
our values" and that "supporting the 
spread of freedom around the globe does 
both." 

Of course, Lord alone will not decide 
on the Clinton administration's China 
policy. Not only will there be layers of de- 
cision makers above him both at the State 
Department and other agencies concerned 
with foreign policy, but, as US-China trade 
grows, the number of groups in the US 
which want to safeguard economic ties will 
increase. 

Further, the power of assistant secretar- 
ies of state has in the past depended upon 
the management style of the president and 
his cabinet. Under president Ronald 
Reagan, assistant secretaries were power- 
ful, but during the Bush administration 
much of that authority remained with sec- 
retary of state James Baker and Bush's 
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Since Tiananmen, Lord's criticism intensified. 


White House staff. While Clinton is ex- 
pected to be a hands-on president, Secre- 
tary of State Warren Christopher may del- 
egate. 

Whichever style applies, those who 
know him say that Lord is an exception- 
ally able individual who is bound to play a 
major role in the formation of the new ad- 
ministration's Asia and human rights poli- 
cies. A high flyer, Lord has served in the 
State Department (where he ran the Policy 
Planning Staff), the National Security 
Council (as an assistant to Henry Kissinger) 
and the Defence Department. Outside gov- 
ernment, he has also headed the influential 
Council on Foreign Relations. 

Some Asian diplomats worry, however, 
that Lord could further strain US relations 
with Peking. In contrast, China critics on 
Capitol Hill and in the human rights com- 
munity welcome his nomination. ^He cer- 
tainly brings to the job knowledge of China 
which Clinton will need," says Mike 
Jendrezejczyk of the human rights group 
Asia Watch. 

Asian observers also remember that 
Lord was particularly incensed by a late 
1989 friendly visit to Peking by Brent 
Scowcroft, Bush's national security adviser. 
Until then, Lord wrote in a December 1989 
Washington Post article, Americans had 
"struck the right balance between condem- 
nation (over the Tiananmen crackdown) 
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and connection." Scowcroft's mission, he 
argued, “both erased any pretence of offi- | 
cial indignation and weakened the true 
foundations of Sino-American relations.” 

In the article Lord also complained that 
Bush was more interested in human rights 
in Europe than in China, a charge he has 
subsequently repeated. "What we have 


here," he wrote, “is not just a double stand- | 


ard but cultural, if not racial, bias . . . that | 
Chinese are not like Europeans, that they 
never had freedom and cannot afford it." 

In advocating the establishment of Ra- 
dio Free Asia, Lord has also rejected the 
Bush administration's reasons for oppos- 
ing it. In remarks last April, he said that 
"disturbing Chinese authorities in my view 
is emphatically not an argument against a | 
radio. Rather it is clear evidence of its po- 
tential value, the threat that it poses to their 
repressive rule, control of the media and 
xenophobia." 

For all this, Lord's actual policy propos- | 
als have been rather moderate, rejecting 
both “isolation and approbation" and in- 
stead calling variously for “а measured 


approach, “а nuanced policy" and “а | 


workmanlike" conduct of China policy. 

In congressional testimony in July, Lord 
supported legislation that proposed setting 
limited conditions on the extension of Chi- 
na's most-favoured-nation trading status. 
At the same time, he recommended that 
the US should "maintain dialogue at the 
subcabinet level . . . rather than through 
high-level visits and photo opportunities | 
that legitimise the regime." He further sug- - 
gested that the US "maintain our close, 
unofficial ties with Taiwan" and "elevate 
Hongkong on our agenda with the Chi- 
nese and the British." 

Some say Lord's harsh views on Peking 
reflect a sense of betrayal he felt at the 
Tiananmen massacre. After having be- 
lieved and reported to Washington that 
China was moving in the right direction 
during most of his tenure in Peking in1985- 
89, he was especially upset by the hardline 
response to the protests. 

Others attribute his views to his Chi- 
nese-born wife, author Bette Bao Lord who 
champions human rights in China. But a 
former US official who worked with Lord 
in Peking dismisses these theories, saying 
Lord is a hardheaded diplomat and “a man 
of high intelligence and moral standards,” 
who “would have made up his own mind” 
about Chinese leaders. 

A former senior diplomat who knows 
Lord well stresses that Lord is against un- 
dermining the process of change in China 
or long term US-China relations and will 
be cautious in taking punitive actions. Ac- 
cording to this source, Lord is advocating 
Radio Free Asia because it does not hit the 


Chinese where it hurts, as sweeping trade | 


sanctions would. "The radio," he says, "is 


a way of being tough without doing real. | 


damage to the relationship." и 
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Sihanouk claims he could perform much better than Untac. 


CAMBODIA 





‘I want to retake power’ 


He may be sick himself, but Prince Norodom Sihanouk wants to play 
‘old Doctor Sihanouk’ in curing Cambodia’s many ills. In an exclusive 
interview, he asks for a last chance to bring peace to his homeland. 





By Nayan Chanda in Peking with 
Nate Thayer in Phnom Penh 





After a mild stroke in No- 
vember that almost made 
him blind, the Chinese doc- 
, tors have ordered complete 
rest and dietetic food — 
» that is if he wants to avoid 
a massive stroke that could paralyse or kill 
him. 

He has obeyed his doctors — mostly. 
His eyesight has almost recovered. After 
losing a few pounds, his small frame looks 
even smaller, his high-pitched voice has 
come down a few octaves and his wildly 
gesticulating hands stay mostly on his lap 
as he speaks. But respecting the advice 
about avoiding tension and excitement is 
another matter. Two hours into an inter- 
view, Prince Norodom Sihanouk of Cam- 





bodia waves aside his worried aides, takes 
a sip of orange juice to wet his dry throat 
and relaunches into a breathless expose of 
the ills afflicting his homeland. 

Ousted from power as Cambodia's 
head of state 23 years ago and reinstalled 
in a ceremonial position since 1991, the 70- 
year old prince wants a last chance at the 
helm of a badly listing Cambodia. “When 
it is a question of Cambodia, sick though I 
am, I feel like a possessed man," he says. 
“When I can hold the reins of government, 
my force is unleashed. I don't mind if they 
criticise me for being an autocrat but I want 
to retake power, not for myself but to re- 
dress the situation." 

He will get his chance, but probably not 
as soon as he wishes. The UN Transitional 
Authority in Cambodia (Untac) and the 
five permanent members of the Security 
Council have agreed to conduct simultane- 
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ous presidential and legislative elections in 
May. Sihanouk is expected to win a presi- 
dential election handily. 

Indeed, with the UN-sponsored peace 
accords in serious danger of collapse and 
Sihanouk's health failing, anxious Cambo- 
dian politicians and foreign powers have 
turned increasingly to the prince for a so- 
lution. Asean foreign ministers recently 
proposed that Sihanouk form a coalition 
government before the elections with all 
four Cambodian factions, including the 
Khmer Rouge. But the State of Cambodia 
(soc) faction led by Prime Minister Hun 
Sen has rejected the idea. 

The solution that Sihanouk wants, and 
many concur, is to make him the overlord 
of Cambodia until legislative elections are 
held and a new constitution is adopted. But 
others fear that the move may sink plans 
for building a democratic Cambodia with- 
out brightening the hopes for peace. 

The imposition of UN sanctions on the 
Khmer Rouge on 31 December, and the 
threat to hold national elections without 
them, have not dented the Khmer Rouge's 
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determination to defy Untac. Sticking to 
their demand that all Vietnamese forces be 
expelled from Cambodia — the UN says 
there are none — and that the Phnom Penh 
government be effectively dismantled, the 
Khmer Rouge have refused to disarm. 
They have attacked UN offices, cars and 
helicopters and repeatedly kidnapped 
Untac peacekeepers. 

The Phnom Penh government, mean- 
while, has stepped up its own harassment 
of political opponents, killing and maim- 
ing scores of members of the royalist party 
Funcinpec (National Union Front for an In- 
dependent, Peaceful, Neutral and Coopera- 
tive Cambodia) and the Buddhist Liberal 
Democratic Party. 

Things were already worsening in Cam- 
bodia when the prince left in early Novem- 
ber for medical care and rest in China, 
where he had spent more than two dec- 
ades of his life in political exile. It was not 
supposed to be a long trip. But the late- 
November stroke, attendant medical care, 
and what some suspect to be political cal- 
culation, have kept the prince in Peking. 

Sihanouk’s sumptuous residence in Pe- 
king has suddenly become the focus of a 
search for peace in Cambodia. Fed up with 
continued political violence in Cambodia 
that the UN seemed unable to control, Si- 
hanouk announced on 4 January that he 
was ceasing his cooperation with Untac. As 
the head of the Supreme National Council 
(SNC) — a nominal Cambodian authority 
set up by the 1991 Paris accords — the 
prince served as the symbol of continuity. 
Not surprisingly, the threat of his with- 
drawal sent shockwaves from Phnom Penh 
to Peking. 

Untac chief Yasushi Akashi rushed to 
Peking on 8 January and managed to per- 
suade Sihanouk to stay on as SNC presi- 
dent. Since then, a succession of politicians 
and diplomats — including Hun Sen and 
foreign ministers Prasong Soonsiri of Thai- 
land and Ali Alatas of Indonesia — have 
trooped into the high-walled compound on 
what used to be called Anti-Imperialism 
Street. On 21 January, Chinese Communist 
Party chief Jiang Zemin and Foreign Min- 
ister Qian Qichen invited Sihanouk for din- 
ner and "political conversations." 

According to the prince, all the politi- 
cians and diplomats he recently met as well 
as the Chinese agree on the need for a 
presidential election so that Sihanouk can 
be elected head of state. The idea of a presi- 
dential election was suggested in a UN Se- 
curity Council resolution in December. 

In a three-hour interview in his Peking 
residence, an often-emotional, often-sub- 
dued Sihanouk speaking in florid French 
denounced the failure of Untac and the vio- 
lence, corruption and chicanery of the 
Cambodian factions, contending he is the 
only one who can bring the country back 
from the brink. As he sees it, internal prob- 
lems have brought Cambodia close to par- 
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tition. And thanks to land-grabbing by the 
Vietnamese and economic domination by 
the Thais, Cambodia is about to lose its 
territorial integrity and economic inde- 
pendence. 

Sihanouk says he likes Akashi and had 
a lot of respect for the UN. But after seeing 
the peacekeepers' performance in the last 
few months, he feels that the Untac medi- 
cine is worse than the disease it is sup- 
posed to cure. "I have had enough," says 
the prince. "Untac is a terrible cocktail of 
races who do not even understand each 
other, who cannot even agree with each 
other. There is jealousy within Untac. There 
is anarchy. There are people in Untac who 
behave very badly, and there are those 
who are correct." 

Recounting troubles created by the 
22,000-strong Untac force, Sihanouk 
charges that reckless driving by Untac per- 
sonnel has killed and injured more people 
than the country’s sputtering war. Sexual 
abuse of women by Untac personnel has 
reached phenomenal proportions. An in- 
flux of thousands of Vietnamese prostitutes 





to cater to the UN peacekeepers has 
swelled social and racial problems. “When 
the Cambodians see Untac behaving like 
that and waves of Vietnamese arrive in 
Cambodia, that creates a very bad effect. 
Now Untac is detested, hated,” says the 
prince. 

He says that ordinary Cambodians have 
suffered enough at the hands of their coun- 
trymen — from being blown up by land 
mines to being pulverised by shells, from 
being extorted by corrupt officials and sol- 
diers to being killed by the secret police. 
Now free-spending Untac personnel have 
put many goods out of reach of ordinary 
Cambodians. “Common people who get 
miserable salaries and often are not paid 
for three months go to the market and they 
cannot buy anything because of Untac,” 
Sihanouk says. 

The most serious of Untac's failures, ac- 
cording to Sihanouk, is its inability to bring 
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about the disarming and demobilisation of 
the factions' armies. "An armed peace up 
to the election — and after the election al- 
ways the small war, always." The UN has 
also failed to maintain a ceasefire and has 
allowed the expansion of the Khmer Rouge 
into Phnom Penh’s zone. 

Untac, says Sihanouk, is about to hold 
elections to the legislature in an atmo- 
sphere of "armed peace with a de facto 
partition of the country." The control exer- 
cised by the Khmer Rouge over the coun- 
try where Untac has no access, according 
to him, is "a grave failure, even more seri- 
ous than political killings. Untac is going 
to organise an election where a state within 
a state does not take part and one that has. 
it own head of state and its own money." 
(See accompanying story.) 

Sihanouk says that "in order to be able 
to tell the UN and the world that they have 
succeeded in their mission, Untac is going 
to have an election despite the fact none of 
the conditions for the election have been 
met. None. It is a hideous comedy. You 
can write that." 





How does he hope to get out of this 
mess? Sihanouk says that he and Hun Sen 
had suggested that "they allow me to be 
elected by my people in January or Febru- 
ary in order to give me five or six months 
to improve the situation. I was sure that I 
would be able to perform much better than 
Untac. But Untac, especially the Americans 
and the British, don't want it." 

Sihanouk says he received a letter from 
former US secretary of state Lawrence 
Eagleburger expressing concern that some 
faction could use the pretext of Sihanouk's 
installation as head of Cambodia to avoid 
the legislative election. 

Sihanouk bristles at the suggestion that 
he may have been trying to avoid legisla- 
tive elections. "Of course Fagleburger talks 
of this or that faction but the implication is 
that they suspect me as a Napoleon III — 
that, once elected, I will declare I am the 
emperor. What one fears is a putsch by Si- 
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hanouk." He says that fear is groundless 
because he was the victim of a putsch him- 
self and would never take such a step. He 
has spent all his life since the 1970 coup 
d'etat, which he thinks had the blessing of 
the US Central Intelligence Agency, seek- 
ing his rehabilitation. 

Nonetheless, some countries as well as 
a few Cambodian parties have been un- 
easy about a government led by Sihanouk. 
His wide popularity among the population 
is feared by all the factions, but no one has 
forgotten that he dissolved parliament sev- 
eral times while head of state in the 1950s 
and 1960s. 

Although Sihanouk is not happy about 
presidential elections being held in May, 
the big winner will be his son's party, 
Funcinpec. Led by Prince Norodom 
Ranariddh, who would probably become 
prime minister, Funcinpec is widely 
viewed by Cambodians as the party of Si- 
hanouk. 

The People's Party of the ruling soc 
regime is likely to be the big loser. Diplo- 
mats in Phnom Penh say that the 
SOC was hoping for immediate presi- 
dential elections so that Sihanouk, in 
an environment of increasing anar- 
chy, would abandon the legislative 
elections and declare a provisional 
government while retaining the 
SOC's administrative apparatus. 

For their part, the Khmer Rouge 
have declared they would not take 
part in any election as long as their 
conditions are not met. But aware of 
their precarious isolation, the Khmer 
Rouge has expressed its support for 
Sihanouk. The faction said on 22 
January that if its conditions were 
met, it ^would like to express im- 
mense joy and offer the presidential 
candidacy" to Sihanouk. But whe- 
ther the Khmer Rouge would cooperate 
with him after the election is another mat- 
ter. 

Sihanouk says that he is acceptable to 
all sides, unlike Untac. "I can prevent a 
tragic derailment of the peace plan," he 
contends. 

He says "the modern medicine of 
Akashi has not worked. They have called 
on the old doctor Sihanouk to try saving 
Cambodia once again with his traditional 
medicine." During his 17 years in power, 
Sihanouk developed the politics of balance 
inside and outside the country into a con- 
summate art. His political platform, Sang- 
kum Reastr Niyum (People's Socialist 
Community), served as an umbrella to con- 
tain the Left and the Right. 

His cabinet in the 1960s included anti- 
communist Lon Nol and Maoist Khieu 
Samphan. His ability to contain their 
rivalry depended on preserving a delicate 
balance of power that gave him the role of 
the arbiter. Sihanouk seems to hope that a 
new balance of power among the factions 


would enable him to prevent fighting and 
to promote a gradual move towards settle- 
ment. 

Sihanouk provided a fascinating 
glimpse into this thinking by revealing his 
secret advice to Hun Sen about disarma- 
ment. “Тһе other day Hun Sen thanked me 
because I had told him: 'Surrender your 
worst weapons and give your ill-trained, 
poorly motivated troops to Untac for de- 
mobilisation because otherwise there will 
be no balance between you and the Khmer 
Rouge.’ And I believe there has to be bal- 
ance before there can be peace. It is like 
between the US and USSR before their nu- 
clear arms-limitation treaty." 

Sihanouk's assumption that the Khmer 
Rouge would not disarm and would 
threaten the balance of power has proved 
correct. “If one had heeded Untac there 
would be a catastrophe,” he says. But a 
catastrophe may just be waiting to happen 
anyway. With the soc fielding more than 
150,000 men under arms and expected to 
lose power in the election, Cambodia faces 





Delicate balance for Hos Sen and Sihanouk. 


the prospect of an ousted party in control 
of a large army and police — and a new 
government with virtually no troops. 

“Now we are going straight to elections 
with a lot of armed people," Ranariddh 
told the REVIEW in Phnom Penh. "It is a 
new situation completely contrary to the 
Paris accords. The new government will 
face a lot of military police and tanks that 
belong to the opposition." 

After his election as president, Sihanouk 
says in his habitual third-person proclama- 
tion, "It will be Sihanouk who will take the 
reins of state of Cambodia, not Akashi, not 
John Sanderson [commander of the peace- 
keeping forces]." 

"As the Khmer Rouge don't recognize 
me I will be commander-in-chief of three 
armies — Hun Sen, Ranariddh and Gen. 
Sak Sutsakhan. Son Sann has practically no 
army," he continued. Sak Sutsakhan and 
Son Sann lead factions of the non-commu- 
nist Khmer People's National Liberation 
Front. 

If Sihanouk wants to create a military 
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balance by stacking the non-communist 
and Hun Sen armies on one side against 
the more powerful Khmer Rouge, he is also 
counting on a political plurality. "Suppose 
in the legislative election one party wins, 
but not with an absolute majority. I will be 
strong," he says. 

"Even if a party like Funcinpec or SOC 
has an absolute majority they may try to 
stop me. But if there is nobody with an 
absolute majority in the assembly they 
won't be able to stop me from acting as a 
true national leader, because I have the suf- 
frage of the people. I can produce a combi- 
nation to have a stable government." 

Many expect Sihanouk to attempt to 
form a national reconciliation government 
that is designed to create a foundation of 
stability that a democratically elected as- 
sembly might be unable to manage. "It is a 
philosophical debate about peace or de- 
mocracy," says a Phnom Penh-based am- 
bassador. "Which is better? If we go to de- 
mocracy without national reconciliation, 
we go to war." 

Sihanouk concedes that he will 
not be able to solve all problems and 
that the one involving the Khmer 
Rouge is "the most difficult of all." 
His own inclination is to eventually 
form a coalition that includes the 
Khmer Rouge but he knows that is 
unworkable right now, given the 
deep hostility and distrust between 
the Khmer Rouge and Phnom Penh. 
But he still wants to hold out an ol- 
ive branch and not push the Khmer 
Rouge to the wall. 

Sihanouk says he opposes the 
current UN Security Council sanc- 
tions against the Khmer Rouge “be- 
cause these sanctions are unrealistic 
and not at all effective. They serve 
no purpose other than hardening the 
Khmer Rouge and alienating them further 
from the peace process." 

Sihanouk already has received an im- 
portant endorsement for his approach. 
China, which insisted in November on 
including the Khmer Rouge in a govern- 
ment whether they stood for election or 
not, has apparently backed off from that 
idea. 

After his dinner meeting with Chinese 
party chief Jiang Zemin, Sihanouk told the 
REVIEW: "At no point did His Excellency 
Jiang Zemin speak to me about a 'three- 
party election' and a post-electoral govern- 
ment of four factions. On the contrary, he 
presented a very reasonable Chinese posi- 
tion: a crucial role for Sihanouk in the pro- 
cess of peace and national reconciliation; 
resolution of Khmer problems without re- 
course to arms; exclusive use of peaceful 
means by the Khmers." 

If the statement implies Chinese disap- 
proval of the Khmer Rouge plan for con- 
tinued military expansion, it is a plus for 
Sihanouk's approach. m" 
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CAMBODIA 


Sharp words 


In an exclusive interview 
with the REVIEW, Prince 
Norodom Sihanouk talked 
to Deputy Editor Nayan 
Chanda about his vision 
for Cambodia. Excerpts: 





On the UN Transitional Authority in 
Cambodia [Untac] 

How can you work in a country which 
is hostile, with people who don't like you? 
When Untac arrived it was loved. People 
looked up to Untac as the saviour, as Jesus 
Christ, as the Buddha. But now Untac is 
very unpopular . . . The four factions detest 
each other, but Untac has brought unanim- 
ity of the factions against itself. They are 
unanimous in saying that Untac is very 
bad. I want to put myself above Untac, that 
is, to exercise power not in place of Untac 
but to do what Untac cannot or will not do 
...lam fed up, but I am not going to expel 
Untac. I'll do everything to help Untac hold 
the election, because that is the best means 
of getting rid of Untac. To get rid of them 
before the election would look bad, but to 
have them leave after the election would 
be only normal. 


On Asean's approach to Cambodia 

Asean wants me to form a cabinet. It is 
amusing that Asean is very kind towards 
me [but] I understand their motive. They 
need the old Sihanouk — whether they like 
him or not, they need him. 

Their argument is simple but unrealis- 
tic. In order to persuade the Khmer Rouge 
to enter the peace process they have to be 
given power. But Asean's desire that the 
Supreme National Council (SNC) should 
disappear in favour of a four-party gov- 
ernment means Asean is violating the 
peace accord. 

[State of Cambodia (SOC) Prime Minis- 
ter] Hun Sen told me that the proposed 
four-party government is unacceptable be- 
cause the difference is enormous. There are 
12 members in the SNC, six from the soc 
and six from the resistance. But under the 
new formula, in the new cabinet — sup- 
posedly with 16 ministers — the soc will 
have only four against 12 from the resist- 
ance. Asean and Hun Sen are unanimous 
on one point, the necessity of having a 
presidential election as soon as possible so 
that Sihanouk can take control and can set- 
tle things. 


On Thailand and Vietnam 

I am ready to exercise power even if I 
am called an autocrat. I am telling you 
that if the result of the election is such that 
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I can be powerful, I will not abuse [that 
power] but use it to save my country . . . 
against Thailand and Vietnam. I have 
nothing against them, but I will simply tell 
them to please return our border because 
they have been removing the border 
markers — the Vietnamese quite a lot, the 
Thais a little. [Untac chief Yasushi] Akashi 
has confirmed that to me. I am going to 
renegotiate all that . . . The Thai do- 
mination of Cambodia at present is mon- 
strous, absolutely awesome. It is a general 
occupation, be it in the soc zone, Khmer 
Rouge zone, Khmer People's National Lib- 
eration Front or Funcinpec [zones], the 
Thais are there and they dominate the 
Cambodians. I content 
myself in laughing now, 
but I await my chance to 
be the head of state. І am 
not against the Thais, 
but ГЇЇ have to put 
things in order. 


On soc involvement in 
political violence 

Hun Sen swears to 
me that it is not them. It 
is a dispute within 
[Prince Norodom 
Ranariddh's party] 
Funcinpec. [Recently] he 
gave me a new line. He 
said that instead of seek- 
ing quality, Funcinpec is 
going to for quantity. As 
a result a lot of assassins, 
pirates have entered 
Funcinpec. Often ex-pi- 
rate Funcinpec members engage in rob- 
bery. Hun Sen said that there are a large 
number of Khmer Rouge infiltrated into 
Funcinpec. They are tasked with eliminat- 
ing a certain number of Funcinpecists, true 
royalists. [Further] there are Khmer Rouge 
who occupy important positions in 
Funcinpec. They [have become] chiefs of 
bureaus, heads of provincial organisations. 
There are apparently assassins among 
these Khmer Rouge. 


Untac. 


On Funcinpec selling Sihanouk а “Беаг- 
skin" 

[Sihanouk's son Prince Norodom] 
Ranariddh's people are maladroit. One 
should not sell the skin of the bear before 
killing it. The old bear Sihanouk is not dead 
yet. There is a lot of noise about my health, 
talk that I am dead. The Ranariddh people 
are conducting propaganda that is being 
exploited by Hun Sen's people. They say 
that old Sihanouk is history [and that] we 
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Sihanouk is now fed up with 


should forget him. We should think in 
terms of Ranariddh . . . Ranariddh himself 
told me that a lot of diplomats already go 
to him and say that [he] will be the master 
of Cambodia. So they are selling the skin 
of old bear Sihanouk before killing him. 
But you see that I am far from being dead. 
They have committed this gaffe. It is very 
bad for Ranariddh. You know what Hun 
Sen's people are doing? They are saying 
you see that a son is betraying his father. 
Will you trust a man who betrays his own 
father? 


On skeletons in all the cupboards 

I don't know whether Funcinpec is in 
decline as Hun Sen claims. One thing is 
certain . . . there is deception almost every- 
where. For example, one cannot believe 
that a great majority of the people are for 
the Hun Sen regime which is known to be 
arch-corrupt. 

The other day my son [Deputy Pre- 
mier Prince Norodom] 
Chakrapong, who is 
used by [head of soc's 
political arm, the 
Cambodian People's 
Party] Chea Sim as a 
spokesman, committed a 
gaffe. He said that it was 
not only Funcinpec peo- 
ple that get killed. The 
other day a [SOC] vice- 
minister was killed. Not 
only was he killed, but 
his jewellery, wealth 
worth over several mil- 
lion dollars was taken. 
People are flabbergasted. 
It is a terrible gaffe by 
Prince Chakrapong. 
Everybody has a ran- 
kling sore. The Hun Sen 
regime has a communist 
character. It is a repres- 
sive regime. They don't understand de- 
mocracy [and] they don't do anything for 
national reconciliation because they want 
to maintain their exclusive power by all 
possible means. They have sold state prop- 
erty, lost economic independence to the 
Thais, Malaysians, Singaporeans, Japanese, 
and destroyed [Cambodia’s] natural re- 
sources. 

The Khmer Rouge are doing the same 
thing [and] Funcinpec . . . is [also] commit- 
ting stupidities. So everybody is rotten, 
everybody. People are very upset. They say 
only Sihanouk is clean, the only one is Si- 
hanouk. He should be made to come back 
and take charge of everything. I have been 
called an autocrat. That is my vocation, to 
be an autocrat. No, I am joking. My pas- 
sion is Cambodia. When I make a film it is 
always Cambodia. I absolutely wish, my 
only ambition before dying, before becom- 
ing senile, is to render a last service to my 
country. a 
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CAMBODIA 


Making money 


Khmer Rouge economic strategy takes shape 





By Nayan Chanda in Peking 





Cambodia's Khmer Rouge 
revolutionaries, who made 
history during their brief 
but murderous rule of 
the country as the first state 
to abolish money, have 
now literally put money where their 
mouth is. 

After several years of proclaiming their 
new-found admiration for “the market,” 
the Khmer Rouge recently created their 
own currency. However, the introduction 
of the colourful “Kampu- 
chea” banknotes has also 
caused concern among many 
Cambodians as they mark yet 
another step towards the 
country’s partition. 

Prince Norodom Sihanouk 
revealed the existence of the 
new currency in the course of 
an interview with the REVIEW, 
when he handed over a few 
notes he had just received 
from Phnom Penh Prime 
Minister Hun Sen. The 5, 10, 
50 and 100 riel notes bear the 
signature of Khmer Rouge 
president Khieu Samphan. 

He also used them to 
make a broader point. “Untac 
[UN Transitional Authority in Cambodia] 
is going to organise elections where a state 
within a state does not take part and one 
that has its own head of state and its own 
money. If Untac goes ahead and holds the 
election, it means that Untac de facto rec- 
ognises the state of Khieu Samphan within 
Cambodia.” 

The Khmer Rouge have made it in- 
creasingly clear that, the UN peace plan 
notwithstanding, they will create a “liber- 
ated Cambodia.” Sihanouk quoted Hun 
Sen as admitting the Khmer Rouge have 
been nibbling away at Phnom Penh terri- 
tory, something the guerilla faction does 
not deny. 

From their bases along the Thai border, 
the Khmer Rouge have extended their con- 
trol deeper into central and eastern Cam- 
bodia. However, since most of these areas 
are thinly populated, the UN estimates the 
total Cambodian population under Khmer 
Rouge control to be 5%. 

These numbers could obviously climb 
if the Khmer Rouge keep up their ex- 
pansionist drive. When asked by Sihanouk 
if the charges were true, Khieu Samphan 
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told him: "Monseigneur, we should con- 
tinue our struggle against the Vietnamese. 
We don't want to harm our compatriots 
even if they call themselves Hun Sen or 
Chea Sim, but behind them there are Viet- 
namese. When we take their territory it 
means that we liberate that territory from 
Vietnamese colonialism and expansion- 
ism." 

To Sihanouk's question of whether the 
Khmer Rouge intended to launch a major 
offensive, Khieu Samphan replied that ^we 
will certainly not go to a big war. That is 
not viable because it will make too much 





A Riel 100 note signed by Khieu Samphan. 


noise in the world. We will do things more 
discreetly." When the prince asked "dis- 
creetly, that is you will continue to nibble 
and continue to attack Hun Sen's people?" 
Khieu Samphan answered, “yes, we'll cer- 
tainly continue attacking, but the Vietnam- 
ese are attacking us too." 

Khieu Samphan's response jibes well 
with the strategy laid down by a Khmer 
Rouge leader, believed to be Pol Pot, in a 
secret speech delivered on 6 February 1992 
— several months after the signing of the 
Paris peace accord. The text of the speech 
was brought out by a defector and has 
since been authenticated by specialists. 

In the speech, the leader said that it was 
not possible to attack and take the whole 
country at this stage. "In order to take the 
whole place it is necessary first to seize the 
entire countryside. This is why these 
[Phnom Penh] fellows are screaming about 
there being violations because we are at- 
tacking their villages." 

The Khmer Rouge leader also claimed 
that one third of Cambodia's villages were 
"liberated" while many others were con- 
tested between the guerillas and Phnom 
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Penh's troops. "The important thing," the 
leader said, "is not land, the important 
thing is popular strength . . . If we go some- 
where we cannot liberate, we go politically 
and militarily, and the result will be that 
popular forces will emerge." 

However, the Khmer Rouge want to 
develop local autonomy in those areas 
where they have firm control over the 
population. Іп a plan outlined by Pol Pot 
in late 1988, the Khmer Rouge leader had 
envisioned setting up a monetary economy 
in the liberated areas and using banks to 
hold the surplus earning of farmers. He 
said in Khmer Rouge-controlled areas, part 
of the land would be distributed to peas- 
ants in order that they could make a living. 
He said that distribution of land to the 
landless “will certainly . . . please them, 
and they will stay with us and constitute 
our strategic strength." 

Pol Pot said the remaining land would 
be set aside for sale in order to raise money 
for the army, "and for other 
tasks related to the fight 
against yuon [literally “sav- 
age," a pejorative term for the 
Vietnamese] enemy." 

He also expressed concern 
that peasants may try and sell 
their land. In order to prevent 
this, Pol Pot said they would 
be told that the land was ob- 
tained in a life and death 
struggle from the Vietnamese 
by the Cambodian people. 
"This land is therefore never 
to be sold. This land must be 
preserved and protected eter- 
nally,” he said. 

Output from the land, he 
said, would be divided be- 
tween daily staples and for sale or barter to 
provide an income. Pol Pot went on to add 
that part of the farmers’ earnings had to be 
spent on buying implements in order to 
increase output and a part set aside in a 
savings bank. 

By way of example, Pol Pot said that 
were a family to earn Riels 1,000 a year, 
they would spend Riels 200 on necessities, 
Riels 500 for buying the means of generat- 
ing greater output and the remaining Riels 
300 could be kept in a savings bank. 

“It is imperative that banks belong- 
ing to us exist, including agricultural 
banks, commercial banks and in particular 
savings bank . . .” Pol Pot said. “These 
banks will thus perform the function of 
checking and eliminating middlemen, 
checking and eliminating mortgaging sys- 
tems and the system of buying cheap and 
selling dear, which have previously 
plunged our rural people into a state of 
destitution.” 

By introducing their first — albeit crude 
— banknotes, the Khmer Rouge have taken 
the first concrete step in realising their eco- 
nomic plans. m" 
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Missing class 


Problems loom over failure to educate rural poor 


By Gordon Fairclough in Bangkok 


rayoon Thongpeng will graduate in 
ps from the primary school in 

Ban Phon Sawan in the northeast- 
ern province of Nong Khai. He wants to 
continue his studies and eventually be- 
come а police officer, but as he explained 
matter-of-factly: "I can't go on to the 
seventh grade. My family is too poor." He 
is 12 years old. 

Although there is a public secondary 
school in a neighbouring village, Prayoon's 
family cannot scrape together the Baht 
2,500 (US$100) a year needed to pay for 
tuition, books and uniforms. Besides, 
Prayoon's parents need him to take care of 
the family's water buffaloes and to 
help harvest and plant rice. 

“If had enough money, I would 
certainly send my son on to second- 
ary school," Prayoon's father, Arun 
said. "But we barely have enough to 
get by as it is." 

Prayoon's case is far from 
unique. In rural areas, poverty 
means that most children's formal 
edücation ends when they finish the 
six years of schooling required by 
law. Only a handful of the children 
who graduate from the primary 
school in Prayoon's village can af- 
ford to continue their studies. Just 
10-1596 of children in the provinces 
are estimated to move on from 
primary to secondary education, 
against some 80% in Bangkok. 
Nationwide, this translates to about 35% 
of children aged 12 to 17 spending their 
days in the classroom, with most of their 
peers already at work on farms or in facto- 
ries. 

Such low secondary-school enrolments 
threaten Thailand's long-term economic 
growth. They also complicate the govern- 
ment's efforts to narrow the widening in- 
come gap between rich and poor. Thai 
schools are not producing enough knowl- 
edgeable workers to satisfy the demands 
of a more industrialised economy, analysts 
say. And those with only a primary-school 
education are increasingly being excluded 
from the better-paying jobs in Thailand's 
rapidly expanding manufacturing and 
service sectors. 

Thailand seems like an unlikely place to 
be having such troubles. Its literacy rate — 
at about 90% — is one of the highest in 
Southeast Asia, the product of a strong sys- 
tem of compulsory primary education. But 
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South Korea 
Hongkong 

Philippines ——— 73 
Singapore ——— 69 
Malaysia 
Indonesia — 47 
China ——— —— 44 


secondary schooling — especially in rural 
areas — has lagged behind, the victim of 
low government investment. 

Thailand has a lower secondary-school 
enrolment ratio than all of its non-commu- 
nist neighbours in Southeast Asia. Even 
Indonesia, whose per capita national in- 
come is less than half Thailand's, sends a 
larger percentage of its children to middle 
and high school. 

The result is that Thailand's labour force 
is less well educated than those of its chief 
economic rivals, countries with which it is 
competing to attract foreign investment. 
About 80% of Thai workers have no more 
than a primary-school education. In con- 
trast, by 1980 Malaysia had already re- 


Must try harder 


% of secondary school age children enrolled in school 


— 86 
—13 


— 59 





duced this portion of its workforce to less 
than 60%. 

Economists say the lack of educated and 
adaptable workers could be a critical 
handicap as the Thai economy shifts from 
industries that depend on unskilled labour 
to higher-technology enterprises that re- 
quire more skilled employees. In such a 
situation, shortages of skilled workers, al- 
ready evident in some areas, could drive 
up wages and make Thai goods less com- 
petitive in world markets. 

But the biggest problem with Thailand's 
educational system, in the eyes of many 
Observers, is not that it is inadequate but 
that it is inequitable. 

The high cost of secondary school often 
puts it out of reach of the poor. Only 14% 
of secondary-school-aged children from 
farm families attend school against 96% 
from middle and upper class families. 

With education increasingly the key to 
economic success, this disparity "is leading 
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to greater and greater income inequality 
that over time could lead to a lot of social 
unrest,” Chalongphob Sussangkarn, an 
economist at the Thailand Development 
Research Institute, said. He added that the 
poor are trapped in a cycle that is hard to 
break, with poorly educated parents un- 
able to earn enough to pay for further 
schooling for their children, whose future 
earning potential is thereby correspond- 
ingly reduced. 

For many families, the cost of sending 
their children to government-run second- 
ary schools is prohibitive. Few can afford 
the Baht 2,000-2,500 that must be paid out 
each year for tuition and fees, books, uni- 
forms and transportation. There are indi- 
rect costs too. Parents must weigh the fu- 
ture gains of their children's increased edu- 
cation against the losses to family income 
from the students’ foregone wages or la- 
bour. 

In rural areas, the balance traditionally 
has swung against continued schooling. 
Rapid industrialisation, however, is 
changing that. For while the three to 
six additional years of secondary 
school are widely seen as doing 
little to improve children’s produc- 
tivity as farmers, they can offer 
significant gains in the wage econ- 
omy. 

Increasingly, teenagers from ru- 
ral areas are moving to Greater 
Bangkok and staying for years at a 
time to earn money for their fami- 
lies. And a lower secondary school 
education opens the door to the bet- 
ter, higher paying jobs in the capi- 
tal's large factories. 

Nippon Kaewantha, a teenager 
who finished the sixth grade five 
years ago, said he is going to an 
adult education programme in his 
village, Nong Dern, in Khon Kaen 
province to earn a lower secondary 
school certificate. “If I have it, I can go to 
Bangkok and work in a factory,” he said. 
“There are no jobs here.” 

For others, the choice is equally clear. 
Thongdee-Chanthing, attending a meeting 
of farmers in a neighbouring village to dis- 
cuss falling rice prices, explained why she 
had borrowed Baht 10,000 to pay her three 
children’s school expenses. “If I don’t help 
my children go to secondary school, they'll 
have no future. They won't be able to get a 
good job,” Thongdee said. “I don't want 
my children to be farmers. You spend your 
life working with your back to the sky and 
your face in the dirt.” 

Cost, however, is not the only barrier 
rural families must surmount. While virtu- 
ally every village has its own primary 
school, secondary schools tend to be con- 
centrated in the larger towns and cities. 
Getting to class can be costly and danger- 
ous for children in villages far from the 
schools. And in some cases, it is simply 
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impossible. Parents in Ban Nong Chad in 
Khon Kaen say that their children often 
cannot get to school during the monsoon 
season, when heavy rains render the 
laterite road connecting their village to the 
town impassable. 

To encourage more students to study 
past the sixth grade, the Ministry of Edu- 
cation is working to reduce the costs and 
widen the accessibility of traditional sec- 
ondary schooling and vocational and tech- 
nical education. Two ambitious pro- 
grammes, which offer primary school 
graduates the chance to continue their 
studies without cost, are laying the ground- 
work for the eventual extension of 
compulsory schooling from six to nine 
years. 

Both provide free books and uniforms 
and charge no tuition. One is run by the 
Department of General Education in the 
secondary schools it administers. The sec- 
ond, run by the Office of the National 
Primary Education Commission, allows 
students to attend lower secondary school 
classes in village elementary schools. 

The programmes have 
grown rapidly since their 
launch three years ago. By 
1992, more than 140,000 stu- 
dents were enrolled in lower 
secondary classes being 
taught at 2,688 primary 
schools. But many children in 
the country's poorest areas, 
including Prayoon and his 
classmates in Ban Phon 
Sawan, are still beyond the 
reach of such programmes. 
Critics blame lack of coordi- 
nation between the two de- 
partments — bureaucratic ri- 
vals battling for influence and 
an increased share of the min- 
istry budget — for some of 
these gaps. 

There are other problems 
as well. A lack of qualified instructors is 
hampering efforts to teach the flood of new 
secondary school students. The shortage is 
especially acute in the primary schools that 
offer grades seven through nine. 

The staff in these schools are elemen- 
tary school teachers who have been given 
additional training. Most educators say 
that the preparation is inadequate, espe- 
cially for subjects such as maths, science 
and English. These schools also lack the 
teachers and instructional materials needed 
for the vocational courses that are sup- 
posed to be an important part of the cur- 
riculum. 

Despite the difficulties, the proportion 
of sixth graders attending schools covered 
by these programmes who go on to sec- 
ondary school has risen rapidly to about 
60% a year since the scheme was intro- 
duced in 1990. Development planners have 
set their goal as a transition rate of 73% by 


1996, a target that now appears within 
reach. 

Economists warn, however, that even 
this high rate will do little to raise the over- 
all educational level of the workforce in the 
near term. A study by the Thailand Devel- 
opment Research Institute calculated that 
at this rate the share of the country's work- 
force with only primary education or less 
by the end of the century would still be 
about 75%, a far higher percentage than in 
other, and competing, newly industrialised 
economies. 

Indeed, many economists agree that 
Thailand's educational shortcomings sur- 
pass its well-publicised infrastructural 
gridlock as an obstacle to long-term devel- 


opment. However, as Chalongphob says, | 


such deficiencies are not as easily remedied 
as crowded ports, congested roads and in- 
adequate telecommunications. 

The need to invest more in education 
has been accepted in public-policy circles 
for years, yet the size of the education 
budget as a percentage of national income 
has remained virtually constant. It is a 





Costs will be reduced to encourage secondary students. 


problem, Chalongphob says, that politi- 
cians can too readily ignore as its full ef- 
fects will not be felt for years. 

Nevertheless, Prime Minister Chuan 
Leekpai's government has pledged to 
make education a high priority. In mid- 
January, the Prime Minister's Office tel- 
ephoned Kowit Vorapipatana, the perma- 
nent secretary of the Ministry of Educa- 
tion, to ask him what was needed to step 
up efforts to expand secondary school en- 
rolment. 

Kowit was quick to answer. "We need 
more of everything. More money, more 
materials, more teachers and more build- 
ings." 

It now remains to be seen whether the 


politicians are willing to invest in the coun- | 
try's primary national asset. Kowit, for one, | 


is optimistic that this time they will. 
Prayoon and his friends in Ban Phon 
Sawan are counting on it. п 
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"Iroublesome 
cure 


. Fees row about 
Overseas students 


By Jacqueline Rees in Canberra 


arely three years after the fees fiasco 
B of 1989, when thousands of Asian 

students who had made down- 
payments on courses in Australian univer- 
sities had their courses cancelled, the coun- 
try's A$1.2 billion (US$808 million) over- 
seas education industry is in trouble again. 
This time the controversy centres on the 
Australian Education Centres (AEC), the 
very agencies set up by Canberra to regu- 
late the industry and enhance its image 
overseas. 

The row over AECs is one more sign of 
the erratic bureaucracy that threatens one 
of Australia's most successful service in- 
dustries. But the issue has wider implica- 
tions. Because of its proximity, and the long 
experience of educators in handling stu- 
dents whose first language is not English, 
Australia has become one of the most 
popular overseas study centres for coun- 
tries on the western Pacific rim. 

The immediate problem involves ri- 
valry between the government and private 
enterprise. Many local education agents in 
Asia, whose livelihood depends on the 
commissions they earn from recruiting stu- 
dents, have come to regard the AECS as ri- 

| vals rather than a help. 

Agents in at least nine Asian countries, 
which between them send 30,000 students 
to Australian institutions each year, are 
now waiting for Canberra's bureaucrats to 
decide — probably by the end of February 
— just what role the AECs should play in 
recruitment overseas. Aware of the indus- 
try's importance to Canberra, some local 
agents have threatened to divert students 
to competing countries such as Canada and 

| Britain unless the АЕС issue is settled. 

Australia's access to the lucrative over- 
seas student market was severely endan- 
gered in 1986 when the Education Minis- 
try, then under John Dawkins (now trea- 
surer), sought to exploit the growing 
number of Asian students able to afford 
education abroad. In his haste Dawkins 
opened up opportunities in Australia in 
such an unregulated way that the system 
was badly abused. 

The Tiananmen Square crackdown in 
1989 brought the issue to a head. Canberra 
| realised that non bona fide students had 
| been jumping immigration queues and 
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sharply restricted its student entry policies. 
It also paid out more than A$80 million in 
compensation to students in Asia who had 
pre-paid fees to schools that had mush- 
roomed in Australia after 1986. When en- 
try policies were tightened, these schools 
collapsed, leaving students out of pocket 
and without places in colleges. 

Despite these blemishes, Australia re- 
mains an important destination for over- 


VIETNAM 


Pandora's box 


Party split over social, financial problems 


seas students both from traditional sources | 


in Malaysia, Hongkong and Singapore and 
new markets in South Korea, Taiwan, Thai- 


land and Indonesia. Worried at the pros- | 


pect of losing this lucrative business, Aus- 
tralia's universities and English language 
schools have been lobbying the govern- 


ment to come up with a system of regulat- | 


ing intake and guaranteeing standards that 
would make the industry less prone to 
exploitation. The AECs were part of the of- 
ficial response. 
Set up under 


Australian Vice- 
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mittee, the AECs 
processed applica- 
tions, for which 
they took a fee 
from the schools 


very outset, the 
lack of govern- 
ment funding was 
a perennial con- 
cern, forcing them 





Dawkins' haste led to 
abuses of system. the fees 


earned. 


they 


bureaucrats from Australia's diplomatic 
and trade departments who say the cen- 
tres do not have the commercial experience 
required in what is now a very competi- 
tive market. Echoing these views is a re- 
port on the AECs by the Department of 
Education and Employment in 1992. 

The 200-page document, released on 23 
December, criticises the AECs on several 


but not from the | 
students. From the | 


to rely heavily on | 





fronts, arguing that they had been disrup- | 


tive in their relations with other agencies 
and that they fared dismally when com- 
pared with their American and British 
counterparts. 

However, the report also said that, 


based on a survey of 2,000 overseas stu- | 
dents, the AECs appeared to have made | 


some impact on student recruitment, even 
in countries where conflict with local 
agents was most evident. In Seoul and Tai- 
pei, for example, what had been a trickle of 
students to Australian institutions until 
1990 has now grown to 700 a year. An 
average year now sees a total of more than 
28,500 full fee-paying students — paying 
about A$15,000 each — coming to Austral- 
jan universities from Asia. ы 
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By Murray Hiebert in Hanoi 





he Vietnamese Communist Party is 
facing a crisis of confidence, but is 
hard put to find ways to cope with 
it. The ranks of unemployed youth are 
bulging and they have no interest in join- 
ing the party. Health services and educa- 
tion have deteriorated in recent years, but 
the government is woefully short of funds. 

Dissident writers have criticised the 
party's record, but the party is unwilling to 
to reimpose the draconian controls of the 
past, which have been eased since the 
communists launched their policy of liber- 
alisation six years ago. 

Disagreements over the solutions to 
these problems were so wide that the 4-14 
January plenum of the party's central com- 
mittee was forced to rewrite its final reso- 
lution, thus delaying its publication. With 
no sure answers forthcoming, the leaders 
ended up sharply criticising the problem 
itself: the spread of “poisons” in Vietnam- 
ese culture. 

"The subjects discussed were necessary, 


| but the solutions weren't enough,” one of- 
| ficial complained. "From where could they 


get the money to solve these problems?" 
another official asked, referring to the fact 
that the government is desperately short of 


| funds for social programmes since it lost 
Among the detractors of the AECs are | 
| is still blocked by the US from receiving 


support from the former Soviet Union and 


aid from the IMF and other financial insti- 
tutions. 

"The plenum discussed the target for 
socialism — to bring happiness to all peo- 


| ple,” says Tran Cong Man, deputy secre- 


tary of the Vietnam Journalist Association 
and a frequent unofficial government 


| spokesman. "But social conditions have 


deteriorated in our country. If this problem 
exists for a long time, people won't believe 
in the party and government any more." 

In his opening speech to the plenum, 
party chief Do Muoi called on the govern- 
ment to “resolutely fight against all cultural 
poisons and overcome the current nega- 
tive phenomena and devious trends in 
culture and the arts." Muoi was referring 
to "foreign books which distort Vietnam- 
ese history and reject the Vietnamese tradi- 
tion of struggling for independence," Man 
said. 

“А lot of books written by overseas 
Vietnamese who formerly worked for the 
pro-American regime [in the South] distort 
our party history," Man said. "Some docu- 
ments encourage people to stand up and 
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overthrow the government." 

Central committee members sharply at- 
tacked Tran Huy Quang, an editor of the 
writers’ association’s magazine, Van Nghe , 
who last July published a controversial 
short story called Prophecy. This story 
hinted publicly for the first time that re- 
vered former president Ho Chi Minh be- 
trayed the Vietnamese people by leading 
the country towards socialism. 

Other members criticised recent works 
by Bao Ninh, an army veteran-turned- 
author and dissident writer Duong Thu 
Huong, who was imprisoned for six 
months in 1991. Both have published 
novels challenging the party’s glorification 
of its war against the US which ended in 
1975. 

In his speech to the plenum, Muoi ap- 
peared to reject reimposing the draconian 
controls on artists which existed until 1986, 
but he insisted that they had certain roles 
to play to help build a new society. While 
declaring that artists had the “freedom to 
create,” he told them that they must 
“strictly observe party discipline and state 
laws, and actively help accelerate renova- 
tion and democratisation [and] preserve 
political stability.” 

Much of the central committee’s time 
was spent discussing problems affecting 
youth, particularly unemployment and 
their growing lack of interest in joining the 
party. Government economists estimate 
that 70% of the 3.5 million urban jobless 
are young people. Young people also pre- 
dominate among the 5 million who lack 
jobs in the countryside. Since the economic 
reforms were introduced in 1986, the party 
has found it hard to recruit young mem- 
bers. The number of new party recruits has 
fallen from 100,000 in 1987 to only 36,000 
in 1991, officials report. 

Muoi told the central committee that 
many diseases which had been wiped 
out years ago were now recurring, and 
many people could longer afford to buy 
medicines since subsidies had been sus- 
pended. The party chief also reported that 
education was suffering a “downward 
trend” with illiteracy and the number of 
people leaving primary schools increasing ` 
sharply. Muoi said the average person in 
1989 had only been to school for 4.5 years, 
up slightly from 4.4 years a decade earlier. 
In an attempt to tackle the growing crises 
in health and education, the central com- 
mittee formally approved a role for the pri- 
vate sector in establishing schools and hos- 
pitals. a 
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THE 5TH COLUMN 


Logging for clean air 


n recent years the worldwide environ- 

mental movement has begun to agi- 

tate strongly for preserving tropical 

rain forests. The issue continues to 
concern any number of groups, from 
Greenpeace and the Rain Forest Alliance 
to Earth First. Among the reasons usually 
cited is the helpful role trees play in reduc- 
ing the amount of carbon in the atmos- 
phere through absorption. At a time when 
technology means ever more harmful car- 
bon in the air we breathe, we need these 
forests now more than ever. 

The conclusion frequently drawn from 
this observation is that the forests must be 
preserved from commercial exploitation. 
That is, loggers must be prevented from 
felling more trees if we are to keep the for- 
ests performing their role. Consequently, a 
number of environmental activists have 
proposed a boycott of wood products. The 
apparent assumption is that a stable, or 
unexploited, forest would absorb more car- 
bon than а forest where businesses are har- 
vesting the wood for commercial use. 

Closer examination, however, suggests 
that this assumption may not be merited 
by the evidence. Biologists and forestry ex- 
perts have stressed that a growing forest 
absorbs more carbon than the "steady 
state," or mature, forest. In other words, a 
growing forest acts as a net carbon ab- 
sorber during its first 30 years. For the rest 
of its life, it will be in an equilibrium state, 
as the carbon absorbed by growing trees 
will be offset — in equal or greater 
amounts — by the carbon released by dy- 
ing trees. This has dramatic implications 
for anyone concerned about maximising 
the carbon-absorbing capabilities of forests. 
And it suggests that, properly undertaken 
in conjunction with reforestation, environ- 
mentalists may see commercial interests as 
a friend and not a foe on this front. 

Before the industrial revolution, there 
existed a huge stock of carbon on or in the 
earth, in the form of petroleum, natural 
gases, coal and forests. As industrialisation 
progressed, much of the previous reliance 
on wood as a source of energy shifted to 
coal, especially after steam-driven machin- 
ery was introduced into the textile indus- 
try. The invention of the internal combus- 
tion engine then promoted the use of pet- 
rol as a substitute for coal. The more recent 
emergence of new sources for generating 
electricity — hydropower or nuclear en- 
ergy, for example — has not substantially 
changed the relative importance of the old 
energy sources. 


By Djamester A. Simarmata 


The key here is that the global stock of 
carbon is constant. What is important is the 
chemical form it takes. With the introduc- 
tion of industrialisation the world wit- 
nessed a massive transformation of the 
natural carbon stock into gaseous form, 
which then entered the atmosphere. The 
burning of petroleum, natural or refined 
gases and wood yield several greenhouse 
gases — above all carbon dioxide — that 
are responsible for more than half of the 
contribution to global 
warming. In 1860, carbon 
dioxide concentration in 
the atmosphere was 280 
parts per million, now it 
is around 350 parts per 
million. 

The alternatives help 
bring this larger picture 
into focus. Those who 
would like to see a ban 
on products made from 
tropical woods typically 
propose that synthetic 
materials or metal be 
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On the commercial side, this means 
that if we are really concerned about re- 
ducing the amount of carbon in the air 
what we need is not fewer wood products 
but more. The best way to think about 
these products is as “carbon prisons,” 
where carbon is stored and kept from en- 
tering the atmosphere. The increase of du- 
rable wood products increases the amount 
of imprisoned carbon. At the same time, 
through reforestation, it will preserve a 
larger, growing forest 
area. 

Today, anthropogenic 
carbon emissions into the 
atmosphere amount to 
about 5.5 billion tonnes a 
year. To absorb this 
much carbon requires a 
forest area about the size 
of Australia. The best 
and most painless way of 
doing this is to allow it to 
be done through the 
market, provided that 
commercial enterprises 


quoi, for come ЕЙ St harvested wood 
te ees 
tute materials are not about ute to reforestation. Far 


without their own envi- 
ronmental costs. Each 
tonne of aluminium re- 
quires around 7,000 kW 
hours of energy to pro- 
duce. Iron or steel take a 
little less. If the source of 


reducing 
carbon in the 
ar what we 


from a boycott, the sus- 
tainable cutting rotation 
should be maintained or 
even reduced if advances 
in forestry technology 
make it possible. For the 
shorter the cycle, the 


that energy is coal, petro- need [5 not more young trees that 
leum or gas, it involves - will be growing in the 
the release of substantial fewer wood forests, the more carbon 
amount of greenhouse will be absorbed. Such an 
gases. Wood products do products but expansion would help 
not have this disadvan- counter global warming. 
tage. Because wood re- more So long as we intend 


tains so much carbon di- 
oxide, they are the ulti- 
mate green products. 

Certainly a boycott of tropical wood 
products would ultimately reduce the 
number of trees felled. Of course, this is 
what those who desire the preservation of 
the rain forests want. But boycotting wood 
products would also have the effect of re- 
ducing the number of young trees, the 
most important absorbers of carbon, being 
replanted. What we should aim for instead 
is sustainable cutting and reforestation so 
that we maintain, or increase, the number 
of young trees at the expense of older ones. 
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to talk about carbon, we 
need to consider all as- 
pects of carbon, includ- 
ing the cost of wood substitutes. And a 
more sophisticated analysis might show 
that an expansion rather than a boycott of 
wood products is what we really ought to 
be after. m 


Djamester A. Simarmata is a research fellow at 
the Centre for Policy and Implementation Stu- 
dies in Jakarta. He is also a lecturer in the Fac- 
ulty of Economy and Environmental Post- 
graduate Studies at the University of Indone- 
sia. 
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Traveller s Tales 


Tokyo 
asumigaseki may be difficult to 
pronounce, but for anyone who 
wants to understand what 
makes Japan tick, it is a name 

worth remembering. This district in cen- 
tral Tokyo is where tens of thousands of 
Japan's elite government officials work 
long hours each day to keep the state run- 
ning with clockwork efficiency. 

This year, Kasumigaseki (pronounced 
Ka soo-me-nga sekee) will be particularly 
worth watching as momentous changes to 
Japan's power structure are expected. In 
the past few months, Japanese politicians 
have been busy forming new power 
groups following the fall of their 
leaders. Which way will Japan go, 
when the political leadership is in 
such disarray? Part of the answer 
will be found in Kasumigaseki, 
where bureaucrats are left largely 
alone to steer the country through a 
recession, an opening up of the rice 
market, a ballooning trade surplus 
and dozens more thorny problems. 

On the outside, Kasumigaseki 
looks like another quiet district in 
central Tokyo, with few shops and 
pedestrians, but it is the 
nerve centre of Japan. The 
district, whose name liter- 
ally means "the misty 
gate," is a concrete village 
of dull skyscrapers that 
look almost the same. Here 
are almost all of Japan's 
ministries and high-pow- 
ered agencies. Few coun- 
tries have so high a concen- 
tration of government de- 
partments — and therefore 
bureaucratic power — as 
Kasumigaseki. 

This formidable energy 
of Kasumigaseki is felt 
most at night, when the 
whole area is ablaze with office lights. “It’s 
the most hard-working place in all of Ja- 
pan,” said a 30-year-old Japanese journal- 
ist who writes about Kasumigaseki. 

For over a century, Japanese bureau- 
crats have been steering the nation to mod- 
ernisation on this same stretch of land. In 
the Meiji era, ministries were scattered over 
many more districts, but the broad shape 
of Kasumigaseki today was already recog- 
nisable. Today, in the north is the palace; 
the northeast, the business district of 
Otemachi; and the west, Nagatcho, where 
parliament is. 


KEITH SNOW 
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During wartime, the military occupied 
prime sites in Kasumigaseki; now, under 
strong civilian control, they have been re- 
located to less prestigious districts though 
some military-related ministries were split 
into smaller agencies or assumed new 
names and new functions. The best exam- 
ple of such a transformation is the Minis- 
try of International Trade and Industry 
(Miti), formerly the Ministry of Ammuni- 
tion. Befitting its prestigious status as the 
guardian angel of Japan’s industrial suc- 
cess, Miti boasts the most modern and tall- 
est buildings in Kasumigaseki. 

Each ministry is an independent king- 
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Aerial view of Kasumigaseki 


past a ministry building. 


dom, complete with cafete- 
ria, hairdressers and other 
small shops in the base- 
ment. As a rule of thumb, 
the bigger and the more 
impressive a government 
building looks, the more 
powerful it is. One excep- 
tion is the Ministry of Fi- 
nance, which is housed in one of the most 
run-down buildings in Kasumigaseki. 

A low-rise pre-war piece of western 
style architecture, its paint is wearing off 
while the floors of only a few select offices 
are covered with thin pieces of carpet-like 
fabric. Its corridors are unheated in the 
winters while conference rooms are dimly- 
lit and decorated with a few dust-covered 
paintings and old-fashioned furniture. 

Why do officials who manage the 
world's biggest government budget oper- 
ate in such a spartan environment? One 
reason is that the ministry has to set an 
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example of austerity to have the moral 


power to reject numerous requests for | 


money. Finance officials put up with such 
working conditions also because they 
know bigger rewards will come later. 
Work hard now and get a well-paid job 
with a bank or securities firm later. 

A few are genuinely fired by a sense of 
patriotism, or, some would say, power. 
“Му husband works hard because he has a 
sense of mission that he is serving his coun- 
try,” said the wife of a finance official who 
rarely comes home before midnight. 

For a good sample of these elites, either 
catch the train at Kasumigaseki station at 
office hours or take a stroll there 
during lunch hour. On a warm day, 
hundreds of Japanese in white 
shirts, plain ties and black or blue 
pants are seen walking hurriedly. It 
is a spectacular sight of homogene- 
ity: from a distance, they are almost 
all the same height and size and 
wear the same serious expression. 

Another less visible group of 
players in Kasumigaseki are the re- 
porters of Japan's well-known pro- 
tectionist kisha (press) clubs. They, 
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salarymen in three-piece suits, 


within ministry compounds. Like 
mirror images of the officials they 
follow, these reporters work long 
hours and are under intense pres- 
sure to perform. 

These inhabitants of Kasu- 


migaseki are busiest during budget | 
time every year. The process begins as | 


early as June or July when each ministry 


puts together its wish-list for the fiscal year, | 
which starts in April. From September to | 


December, the whole of Kasumigaseki is 


engulfed in inter-ministerial negotiations | 


over who should get what. Other interest 
groups anxious to get a bigger piece of the 
pie will also be making their round of vis- 


its, carrying bags of gifts and making deep | 


bows to powerful officials. During this 
busy season, finance officials often work 
until 3 a.m. or 4 a.m. 


When a crisis breaks out, Kasumigaseki | 


remains awake through the night. For ex- 
ample, during the Gulf War in 1991, two 
officials at the Ministry of Foreign Affairs 
reportedly put in an extra 300 working 
hours in one month, while 15 of their col- 
leagues clocked in 200 hours extra. и 


Louise do Rosario is a REVIEW correspondent 
in Tokyo. 
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too, are well-shaven, clean-cut | 


working in small shabby cubicles | 
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Regional consensus on death is emerging based on cessation of brain, not heart, activity; Dr Richard Kay, neurologist in Hongkong. 


MEDICINE 


Defining death 


Asian nations seek common standard linked to brain stem activity 


By Jane Parry 


Imost anyone may be unfortunate 

enough to have a traffic accident 

and, possibly, end up in a deep 

coma on a respirator. That being 
the case, it would be reassuring to know 
that wherever you were, the switch would 
not be flicked off unless you were truly 
dead. 

But what death is, and how it is deter- 
mined, is something of a grey area. In 
Hongkong, for example, a person could be 
kept on a respirator for months, possibly 
years, after his brain had died — as long as 
his medical insurance covered the cost. In 
China, they might run an electroencepha- 
logram (EEG) and declare a person dead if 
it detects no sign of life. But the vital brain 
stem may still be alive and kicking. 

Elsewhere if, apart from a bit of brain 
damage, a person's organs are healthy, the 
neurologist — possibly under pressure 
from transplant surgeons awaiting organ 
donors — may decide, prematurely, that 
the person was dead. 

In a bid to arrive at common standards 
and procedures, leading neurologists from 
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China, Hongkong, Malaysia, Singapore, 
Taiwan and Vietnam met in Kuala Lumpur 
recenfly to establish a regional consensus 
on brain death diagnosis. 

At a workshop hosted by the Malay- 
sian Neurological Society, neurologists and 
other medical professionals compiled a de- 
tailed list of preconditions, exclusions and 
diagnostic tests that would provide a 
purely clinical framework for diagnosis. 

The preconditions were that the patient 
should be in a deep coma, unable to 
breathe unaided, and suffering from irre- 
mediable structural brain damage. Any 
patient in a coma due to drug intoxication 
or hypothermia would be deemed ineligi- 
ble for brain-death diagnostic tests. The 
same would apply when the cause of the 
coma could not be determined. 

The tests covered all the common 
ground shared by doctors around the re- 
gion and eliminated those, like the EEG, that 
did not test the brain stem. The workshop 
also recommended that the tests be per- 
formed twice, by different physicians, and 
that neither doctor should be part of a 
transplant team or be under duress to per- 
form the diagnosis. 
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Such procedures would enable health 
professionals to resist pressure from ag- 
gressive transplant surgeons or hospital 
managers. The guidelines could also help 
doctors convince relatives of a person 
whose brain stem was dead that there was 
no point in keeping the lungs breathing 
and the heart beating. 

At present, in some places — such as 
Hongkong, where the definition of death 
is cessation of the heart — doctors may 
find themselves in danger of court action if 
they turn off the respirator of someone 
whose brain stem no longer functioned. 

A patient who is in a deep coma can be 
ventilated almost indefinitely, but only 
those whose brain stem still functions have 
a chance of regaining consciousness. 
Whereas the heart keeps beating mechani- 
cally, as long as there is oxygenated blood, 
the brain stem controls the reflex action of 
breathing and without this there is no pos- 
sibility of sustaining life without artificial 
respiration. This and other brain-stem func- 
tions can be clinically tested, but until now 
only in Singapore and Taiwan is brain 
death equated in law with the end of the 
line. 
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In countries like Malaysia or China, 
where there are no guidelines enshrined in | 
law, doctors face a potential quagmire of | 
legal and ethical problems. Even in Tai- 
wan, neurologists were under pressure | 
from transplant surgeons to diagnose brain 
death in executed prisoners when the le- 
gally accepted preconditions for determi- 
nation could not be met. 

Some of the prisoners on death row had 
agreed to donate their organs for transplant 
operations. They were executed by shoot- 
ing across the brain stem at the base of the 
skull, instead of the usual practise of shoot- 
ing into the heart (which makes a hash of 
the other organs too) or in the back of the 
head (which damages the corneas). The | 
problem for the neurologist who had to | 
sign the death certificate was the presence | 
of sedative drugs administered prior to ex- 
ecution, which make it impossible to give a 
100% accurate diagnosis. 

One might think that a high-velocity | 
bullet wound would make short work of | 
the brain stem, but on several occasions | 
executed prisoners were rushed to hospital 
for organ harvesting, only to be found alive 
on arrival. They had to be taken back to 
prison for another shot, then returned to 
the hospital for another difficult diagnosis. 

Clear, regionally agreed guidelines, 
with very specific pre-conditions and ex- 
clusions, will help doctors to make organs 
available for donation without facing accu- 
sations of euthanasia or murder. 

For China, the transplant issue was not 
on the agenda, because organs are har- 
vested from executed prisoners, who yield 
an already ample supply. However, the 
cost-benefit issue, of keeping someone in 





intensive care for no good reason, or how | x 


to best utilise limited resources, encour- 
aged the Chinese delegates to take clear 
guidelines home with them. 

Similarly, where a hospital is working 
with scarce medical resources, or where the 
nearest neurologist might be on the other 
side of the country, there is a clear need for 


a set of purely clinical guidelines that any | = à 
Alice Kelly, an "dy of the Mutti Mutti tribal group. 


physician can use with confidence. 

“Even as a neurologist, when you say 
someone is brain dead, you need some au- 
thority and moral support, and these crite- 
ria can be used in front of hospital admin- 
istrators and relatives, and can also help in | 
the legal aspect,” said Richard Kay, neu- 
rologist at the Chinese University of Hong- 
kong. 

The guidelines adopted in Kuala 
Lumpur will not be legally binding and 
are intended as a list of minimum require- 
ments. It is hoped, though, that the guide- 
lines will be disseminated throughout the 
countries that took part in the workshop, 
and, eventually, encourage doctors in other 
countries in Asia to adopt similar ones. Ш 





Jane Parry is a freelance writer based in Hong- | 
kong. | 


AUSTRALIA 


Land feud 





By Debra Jopson 


ut in the wild west of the Austra- 
О lian state of New South Wales, а 

28,000-hectare tract of desert-like 
moonscape is being fought over by farm- 
ers and Aborigines, just like in the old fron- 
tier days. 

The ownership of Mungo National 
Park, 600 kilometres west of Sydney and 
cradle to Australia's most ancient human 
remains, is in dispute because of a piece of 
legislation that has been introduced into 
the state parliament. 

Local Aborigines who lost their lands 
150 years ago as explorers, missionaries 
and sheep farmers trooped westward wel- 
come the bill to give them title to the park. 
Analysis of skeletons from a burial ground 
in the park have revealed that indigenous 
occupation goes back at least 40,000 years. 





But sheep farmers — gripped by a rural 
recession and the results of a long drought 
that only broke recently — are opposed to 
the bill. "It's apartheid in reverse, really," 
said Bernie Standen, president of the 
Balranald Shire Council, the elected local 


| government that provides roads and other 


services to the area containing Mungo Na- 
tional Park. "We're very worried that one 
group in the community — it doesn't mat- 


| ter if they're Japanese or Chinese or Abo- 


rigines, or what — is singled out. It's quite 


| iniquitous." 


But Alice Kelly, an elder from the Mutti 
Mutti tribal group of Aborigines, which 
once lived on and owned the Mungo lands, 
told a legislative committee investigating 
the handback: "Too often traditional peo- 





| Farmers oppose return of park to Aborigines 


ple have been pushed out of the way, and 
it is sad to see our people and children are 
no further ahead. The evidence is there of 
the destruction of our Aboriginality and 
our humanity." 

Part of the Willandra Lakes World Her- 
itage Region, at Mungo's heart, is an eerie 
lakebed that dried up 15,000 years ago. 
Archaeologists have found bones of extinct 
creatures, such as the hairy-nosed wom- 
bat, in the white sand dunes along the 
shore. They have also discovered the re- 
mains of many ancient aboriginal meals of 
fish from the days when the desert was 
wet. 

Indeed, the 25-kilometre-long dunes аге 
so rich that new finds are made every time 
the wind blows away a layer — and about 
12,000 visitors annually get a chance to fin- 
ger the fossils in situ. 

By far the most important finds — in a 
burial ground off- limits 
to visitors — were three 
skeletons. One was of a 
woman, named Mungo 
One by archaeologists, 
and the two others of 
men, dubbed Mungo 
Two and Three. The ar- 
chaeologists discovered 
evidence of ritual cer- 
emonies that were 
among the oldest re- 
corded in the world, in 
which the deceased 
were covered with pow- 
dered ochre, cremated 
and buried. 

Like ^ Aborigines 
throughout Australia, 
those of Mungo have 
fought to have their an- 
cestors' remains returned after scientific 
study. Said Alice Kelly's daughter, Mary 
Рарріп: “Тһе Mungo lady has been re- 
turned. l've noticed people are more re- 
laxed and in a better frame of mind since 
that. The two men are still away." 

Mungo's fate now rests with the state 
Parliament, which is expected to vote soon 
on the bill to hand back the park. The state 
environment minister, Chris Hartcher, has 
said he wants to see the bill go through 
to mark the International Year for the 
World's Indigenous People, which was 
launched by the UN on 1 December. Just 
before breaking for Christmas, the Parlia- 
ment received a report from its own legis- 
lative committee recommending that the 
bill be strengthened in favour of the 
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Aborigines. 

Aboriginal interests had agreed to lease 
back the land for national park use; but 
derided the state government's plan tofpáy «' 
only A$1 (US$0.67) a year as rent. The leg- 
islative committee recommended instead 
that a market rental be paid. This still 
comes nowhere near matching the deal the 
Federal Government worked out with the 
Mutitjulu people at Uluru National Park 
(home to the famous Ayers Rock in the 
Northern Territory) when it was handed 
back seven years ago. The Mutitjulu get 
A$75,000 per annum, plus a percentage of 
gate takings. 

Any extra concessions to Aborigines are 
likely to stir even more resentment among 
western sheep farmers. Legislative commit- 
tee member Jim Small, who represents the 
area containing Mungo in the state Parlia- 
ment, claims 80% of his electorate is against 
Aboriginal ownership of the park. He is 
arguing for any rental to remain at А$1. 
He is also arguing for Aboriginal owner- 
ship to be tried out at two smaller parks to 
the east — Mt Grenfell and Mt Yarrowyck 
— before handing over the two big parks 
of Mungo and Mutawintji, as proposed in 
the bill. 

It was the Aboriginal militants from 
Mutawintji who first got the ball rolling for 
this legislation. They blockaded access to a 
gallery of rock engravings in the 
Mutawintji national park nine years ago 
when they became incensed at tourists be- 
ing able to remove pieces and keep them 
as souvenirs. Local opposition to a 
handback of Mutawintji to Aborigines has 
not been as fierce as at Mungo. But as the 
silver in the nearby outback mining town 
of Broken Hill dwindles and falling wool 
prices make an economy riding on the 
sheep's back less feasible, those who see 
eco-tourism as the west's saviour long to 
get the access issue ironed out. 

The Aborigines — seen by the Austra- 
lian Tourist Commission as part of the 
great “product” they have to offer the 
world — say that as long as they can pro- 
tect their art and sacred sites, the public is 
welcome. 

To farmers' suggestions that Aborigines 
should pay for national parks lands, Wil- 
liam Bates, chairman of the Mutawintji Lo- 
cal Aboriginal Land Council, said: "Why 
should we buy back something that we've 
never conceded in the first place?" 

Aboriginal activists are planning to use 
the international year to focus fresh atten- 
tion on their plight. Aborigines die on 
average 20 years earlier than the rest of the 
population and have unemployment lev- 
els of 40% to 90%. But in all Australian 
states, farmers still have considerable 
power and oppose land handbacks to Abo- 


rigines. L| 


Debra Jopson is a Sydney-based freelance writer 
who specialises in social issues. 





BOOKS 


The Peking-Moscow axis 





Sino-Soviet Normalization and Its 
International Implications, 1945-1990 
by Lowell Dittmer. University of 
Washington Press. US$35. 


Despite its pedestrian title, this is not 
another mundane effort to review post- 
Cold War politics in East Asia. Instead 
Lowell Dittmer offers a comprehensive and 
illuminating study of Asia’s most impor- 
tant relationship in this century. His “pris- 
matic” approach views Sino-Soviet rela- 
tions from three vantage points. First, a 
thorough review of the alliance and its de- 
mise explores the notion that modernisa- 
tion causes social and political systems to 
converge. Second, Dittmer examines Chi- 
na’s search for national identity in response 
to conflicting stimuli from its history, its 
communist commitment and its Third 
World orientation. Finally, he recasts Sino- 
Soviet relations within the 
broader “strategic trian- 
gle,” drawing on game 
theory in a provocative 
demonstration of rational- 
ity and predictability in 
foreign policy. 

Each of these vantage 
points is developed with 
intellectual rigour and im- 
agination. This is not an 
easy book, but the analysis 
is both lucid and logical. 
Depending upon the read- 
er’s particular interest, the 
separate sections are of 
unique value. For exam- 
ple, there has been no 
comprehensive examina- 
tion of Sino-Soviet developments since the 
early 1960s. Dittmer’s detailed recapitula- 
tion offers a highly compressed account 
that synthesises the best contemporary 
analyses with original source material. Al- 
though the word “recently” appears 
throughout, suggesting different times of 
writing, he incorporates developments 
through to mid-1990. 

Unfortunately, the collapse of the So- 
viet Union in late 1991 renders some of this 
book obsolete. But this is a minor problem 
because Dittmer looks beyond the familiar 
diplomatic interaction to examine the im- 
pact of the relationship on both societies. 
Seventy-five years ago the Bolshevik Revo- 
lution initially influenced China as a cata- 
lyst in the mixture of anarchist, Marxist, 
liberal and utopian currents that swirled 
through the intellectual mainstream after 
World War I. After 1949 societal change in 
China dramatically reflected Sino-Soviet 
relations with more far-reaching conse- 
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quences than did the international behav- 
iour of the two allies, except for the Korean 
War. 

As Dittmer shows, Mao Zedong's anxi- 
ety over this societal interaction prompted 
his 1958 call to “put self-reliance first, for- 
eign aid second." He thereupon pushed his 
polemic with Khrushchev to the point of 
rupturing China's most supportive foreign 
relationship. Likewise Mao's economically 
catastrophic Great Leap Forward and his 
politically traumatic Cultural Revolution 
were driven to a great extent by his deter- 
mination to shake off Moscow's model of 
societal evolution. 

Following Mao in spirit but not in ac- 
tion, Deng Xiaoping’s programme for “so- 
cialism with Chinese characteristics" pur- 
sues the same goal of a distinctive national 
identity despite professed ideological 
unity. 

Dittmer also tracks the 
reverse interaction 
whereby Chinese devel- 
opments impacted on So- 
viet policy. How each 
side viewed the other in 
public writings and eco- 
nomic, political, and cul- 
tural reforms reveals 
common goals pursued 
through different means. 
Convergence was partial; 
causality, problematic. 
But the transnational 
spillover effect clearly 
triggered positive and 
negative responses 
wholly apart from the 
state relations of alliance, 
confrontation and detente. 

China's "search for identity" receives 
shorter treatment. By exploring this ques- 
tion through foreign policy, Dittmer is 
original and insightful, but he makes a de- 
batable analogy with such language as "it 
was easy for China to see itself . . ." Per- 
sonifying a state raises obvious questions 
as to the actual views of different sectors of 
the populace as well as within the ruling 
elite. Nevertheless his selective recapitula- 
tion of Sino-Soviet relations illustrates the 
tug of competing identity models, such as 
between subordination to communist lead- 
ership by Moscow and, alternatively, Chi- 
nese leadership of developing Third World 
nations. 

National identity being far more elusive 
than national interest, this section of the 
book is more easily argued than proven. 
Rhetoric does not reveal inner attitudes 
and the degree to which power holders in 
Peking truly identify with Third World 
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countries is debatable. Dittmer's interpre- 
tation of the vow to "never become a su- 
perpower" as never being a "victimiser" is 
challenged by the Chinese attack on Viet- 
nam in 1979 and on the Spratly Islands in 
1988. 

The third and longest section is the 
most academic, though its subject is the 
conventional notion of a strategic triangle. 
But Dittmer's analytic concepts are wholly 
original, positing four models of the trian- 
gle: menage a trois, romantic triangle, stable 
marriage, and unit-veto triangle. Drawing 
heavily from game theory, relationships 
are either friendly or hostile with positive 
or negative aspects determining who lines 
up with whom, against whom, and with 
what calculated advantage. The varying 
degree of stability characterising each 
model is illustrated by tracking the inter- 
actions of Moscow, Yanan cum Peking, 
and Washington through the period 1945- 
90. 

This is a more sophisticated approach 
than the overworked card-playing cliche of 
the 1970s. However Dittmer's models serve 
academic theory-building more than prac- 
tical analysis now that the 
collapse of the Soviet Un- 
ion has dissolved the tri- 
angle. While the reader 
can readily adjust for 
anachronisms in other 
parts of the book, the final 
section and the conclusion 
suffer badly from being 
overtaken by the historic 
and terminal events of 
August 1991. 

The study is thor- 
oughly researched and 
meticulously footnoted. 
Greater reliance is placed 
on Khrushchev's memoirs 
than might be warranted, 
given the unreliability of 
memory, second-hand accounts of early 
events and editing for publication in Eng- 
lish that removed Khrushchev's frank ac- 
knowledgments of uncertainty. Further 
revelations on Sino-Soviet relations will 
emerge as materials from both sides are 
declassified or leaked, offering at least a 
glimpse at policy documents if not the ac- 
tual thinking behind decisions. 

On balance, the power of Dittmer's 
analysis is likely to be supported by much 
of what may become known, allowing for 
minor adjustments at various points. Until 
then, this volume raises the level of dis- 
course and understanding on the causes 
and effects of Sino-Soviet relations since 
1949. His claim for a “prismatic” approach 
providing "greater depth and breadth in 
tracing the implications of the relationship" 
is fully justified. m Allen Whiting 


Allen Whiting, a former US diplomat, teaches 
political science at the University of Arizona. 
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Tracking 
yurts 


The Last Disco in Outer Mongolia 
by Nick Middleton. Sinclair-Stevenson, 
London. £15.95. 


Nick Middleton was a student at Ox- 
ford University when a posted notice about 
an exotic travel program piqued his inter- 
est. He applied to journey to Mongolia, 
failed to receive a response, and promptly 
forgot his fantasy of exploring the legen- 
dary steppes. 

Years later, out of the blue, an invitation 
arrived. By now, Middleton was a gradu- 
ate student in geography and a budding 
young travel writer. Soon he found him- 
self flying to the land of Genghis Khan and 
Attila the Hun, where desert meets moun- 
tains, and yaks, camels and wild horses run 
free among yurts, the portable huts that 
make Mongolia a nation of true nomads. 

The Last Disco in Outer Mongolia is a re- 
vealing record of Mid- 
dleton’s first views of the 
cold, communist republic 
in 1987 and of the demo- 
cratic nation that emerg- 
ed at the time of his sec- 
ond visit, three years 
later. The ground in be- 
tween offers ample room 
for post-Cold War com- 
mentary, and Middleton 
delivers a wry, witty, per- 
sonal account of the com- 
plex change from strict 
central government con- 
trol to the very foreign 
concept of free market en- 
terprise, as applied with 
comical uncertainty in 
Central Asia’s first democratic nation. 

With the collapse of the Soviet empire, 
Mongolia, the world’s second oldest com- 
munist state, is suddenly fair game for 
analysis by academics and Asia watchers. 
Amazingly, much has been written in the 
two years since Western observers were let 
loose in Mongolia, for centuries an isolated 
and little-travelled land. Bookshelves are 
bulging with historical views and serious 
exposés of the failure of an industrial 
society in this nation larger than all of 
Europe, where sheep, horses and cows out- 
number people. 

However, Middleton spends little time 
trying to disentangle the mysteries of 
Mongolia. Instead, he offers a first-person 
perspective that perfectly showcases the 
perplexing contradictions of the commu- 
nist regime at the edge of the earth, as well 
as the inherent quirks of this alien land. 

Middleton has a hard time setting aside 
his ingrained academic training, but the 
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book is all the richer for his eccentric 
additions. His sources are buffo Bodleian, 
{горя the amazing tales of power-mad 
о von Ungern-Sternberg in the 1920s 
to the unexpected details of the Mongol 
expeditions of Roy Chapman Andrews, an 
American adventurer whom some specu- 
late was the real-life model for Indiana 
Jones. 

The moment he lands at Good Deed 
Hill, where goats graze by the waiting 
gates of the quixotically named airport out- 
side the Mongolian capital of Ulan Bator, 
he establishes the tone his scrutiny will 
take, trying to make sense of what he sees 
with the aid of pamphlets acquired at the 
airport, such as "Mongolia and the Soviet 
Union: Sixty-five Years of Friendship and 
Co-operation." 

At times, the tirade against the bland 
and boring aspects of centralisation seems 
to stray little from stereotypes of life in the 
most severe Soviet outposts. The charac- 
ters are the comic parade of communist 
foils, from giggling and inebriated airport 
guards, meddling interpreters, propagan- 
dising public servants and stern watchmen 
to nightmarish women of the night. 

Yet two things save the book. The first 
is the writer's light touch, though his self- 
amusement often leads to repetition. The 
clearest example of this is his encounter 
with a Mongol driver who enjoys eating 
tadpoles. Shocking stuff, to be sure, but not 
after the first half-dozen mentions. 
Middleton is also prone to generalisations 
and unsubstantiated opinions. For in- 
stance, his occasional outings in a country 
larger than Western Europe would hardly 
provide an overwhelming consensus about 
a sparsely settled population. Yet he con- 
tinually makes statements that assume 
some underwritten agreement. 

The second saving grace of the book is 
the rare look it gives readers at this large 
and varied landscape. Middleton lets the 
natives do most of the talking, and so Mon- 
gol history comes alive, from the horseback 
campaigns of the hordes who roamed from 
China to Europe, to the repression of the 
Buddhists, who were murdered in the 
thousands by Mongolia's own Stalin. 

At the end, one wishes the book roamed 
even more, to Mongolia's Muslim realm in 
the western reaches of Bayan-Olgy, deeper 
into the Gobi desert, and further afield in 
the unexplored Alti mountains or pristine 
lake regions of Khovsgol, where the na- 
tion's landlocked navy has its headquar- 
ters, or Lake Uvs, where seagulls soar over 
the northern salt flats. 

But a taste for more is the best way to 
leave readers at the end of a travel book. In 
the case of Mongolia, Middleton has obvi- 
ously left room for a repeat visit and an 
updated travel diary. m Ron Gluckman 


Ron Gluckman is a freelance journalist based 
in Hongkong. LAT 
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Shrinking technology 


t SRI International, a research in- 
stitute in Menlo Park, California, 
Ron Pelrine is building artificial 
micromuscles. At the Royal Mel- 
bourne Institute of Technology in Australia, 
Ron Zmood is working on magnetic bear- 
ings for micromotors. Although the re- 
searchers have never met, they share a 
common sponsor in Japan's Ministry of In- 
ternational Trade and Industry (Miti). 

SRI International and the Institute of 
Technology are two of three non-Japanese 
members of the ministry's Micromachine 
Project. The third is IS Robotics, a small US 
specialist company. Also participating in 
the project are 24 Japanese organisations, 
mostly large manufacturers of 
electrical machinery such as Hi- 
tachi, Sumitomo Electric Indus- 
tries and Yaskawa Electric. 

Begun by Miti in 1991, the 
project is a 10-year, Y25 billion 
(US$200 million) initiative de- 
signed to develop the basic 
technologies needed to fabricate 
such micromachines as robots 
capable of inspecting pipes. 
These robots are less than 1 cen- 
timetre in size. 

The micromachine project is 
the latest in a series of research 
and development initiatives 
Miti has been running since 
1966. The most well-known of 
these initiatives — and, ironi- 
cally, one of the least successful 
— was the fifth-generation 
computer project, which ended last year. 
Although the project failed to meet techno- 
logical goals, it was successful in another 
respect: it was the first Japanese govern- 
ment-sponsored initiative in which foreign 
researchers participated. 

Having established a precedent, Miti in 
1990 went on to enshrine foreign participa- 
tion as national policy. Techno-globalism, 
as the policy is officially known, is intended 
to counter the criticism that Japan freeloads 
on the West's basic research by sucking out 
ideas and contributing little in return. The 
logic behind the policy is that Westerners 
participating in Japanese government re- 
search should ensure that the fruits of the 
research are shared internationally. 

For the most part, however, the reaction 
to Miti's new policy has been one of cau- 
tion. In particular, there has been much 
concern about intellectual property rights. 

Under laws governing previous R&D ini- 
tiatives, all rights to patents generated by 
Miti-sponsored research have belonged to 


the Japanese authorities. Recognising that 
this was unacceptable, Miti has rewritten 
Japanese law to allow for equal ownership 
of ideas. ' 

Even зо, it has proved difficult for the 
Japanese to persuade Western researchers 
to participate. In micromachine research, 
US universities are generally leading the 
way. But hostile articles by US news media 
on organisations that receive funding from 
Japanese sources have left US universities, 
especially public-funded ones, reluctant to 
get involved with Japanese projects. 

Although its initials stand for Stanford 
Research Institute, SRI International is no 
longer related to Stanford University. An 
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independent, non-profit organisation with 
a staff of more than 2,000 researchers, SRI 
International is one of the largest contract 
R&D houses in the US. 

Best-known as the inventor of the com- 
puter mouse, the organisation sees nothing 
unusual in working with the Japanese. It 
has long maintained a Tokyo office, and it 
has developed products for several Japa- 
nese companies. 

SRI International is no stranger to US 
government-sponsored research either. But 
with the scaling back of defence R&D, SRI 
International has been forced to look else- 
where for business. The organisation's in- 
volvement in Miti's micromachine project 
follows a proposal it submitted in response 
to an advertisement in a May 1991 issue of 
the British scientific weekly journal Nature. 

The Institute of Technology's Zmood 
responded to the same advertisement with 
a proposal of his own. A lecturer in the 
institute's electrical engineering depart- 
ment, he became interested in micro- 


machines during a stint at the University 
of Maryland in 1989. But on his return to 
Australia, he was unable to interest au- 
thorities in funding research in the new 
field. 

Japanese authorities, however, are inter- 
ested in Zmood's proposal. They believe 
he can help them overcome one of the 
main problems in micromechanical re- 
search: friction. 

You would expect that as electric mo- 
tors get smaller, their rotors would gener- 
ate proportionally less friction. But they 
don't. Reduce the mass of something by 
50%, and the friction it produces drops by 
only one eighth. As a result, the smaller 
things get, the more dominant 
a factor friction becomes. 

Zmood's speciality is non- 
contact bearings. These use 
magnetic force to keep rotating 
objects such as rotor shafts sus- 
pended so that they do not 
touch stationary objects. 

Magnetic bearings have 
proved their worth in macro- 
scale applications such as cen- 
trifuges and flywheels for en- 
ergy-storage systems. In the 
next few years, Zmood's task is 
to determine whether they 
work on the micro scale, too. 

Meanwhile, SRI Internation- 
al will be trying to emulate 
Mother Nature by building ar- 
tificial muscles. These will ulti- 
mately be used to power the 
legs of insect-like inspection robots. Legs 
are reckoned to be better than wheels at 
overcoming obstacles like the rivets, welds 
and valves found in industrial piping. 

Much like natural muscle, the artificial 
variety will be fabricated from identical 
micro-actuators linked together to form a 
single large actuator. Pelrine and his team 
are currently looking for materials capable 
of generating enough force to drive a leg, 
as well as for techniques for turning them 
into actuators. 

Component technologies such as mus- 
cles and bearings will be developed in the 
first half of project, which runs until April 
1996. In the second half, the idea is to inte- 
grate them with other microtechnologies 
such as control systems and power sources 
to form working micromachines. But the 
real test of the project and of Miti’s policy 
will be not so much how well the 
micromachines work, as how widely the 
technologies are used outside Japan. 

m Bob Johnstone 


We've got the future 
on the right track. 


AEG demonstrates its know- 
how in the field of rail systems 
using new environmental and 
economic solutions. You'll find 
our state-of-the-art technolo- 
gies in everything that rolls on 
rails from ultra high-speed 
intercity express trains to lo- 
comotives, from light rail vehi- 
cles to fully automatic people 
movers. AEG's rail transport 
components and equipment 
combine matchless engineer- 
ing with superior systems 
compatibility. So we can keep 
the world moving and use less 
of its precious resources. 
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South Korean workers wait for a spark from the government. 


POLICIES 





Kim the broker 


President-elect Kim Young Sam of South Korea has confounded the 
sceptics by brokering a deal on interest rates. Now comes the hard part: 


reviving a weak economy. 


By Ed Paisley in Seoul 


t a single stroke, president-elect 

Kim Young Sam is tackling the 

two main problems facing South 

Korea's stumbling economy — 
towering interest rates and a hopelessly in- 
efficient financial system. And he does not 
even take office until 25 February. 

At Kim’s urging, the central bank in late 
January will lower government-regulated 
rediscount rates by one to two percentage 
points to 5-6%, in exchange for a commit- 
ment from the Ministry of Finance to pur- 
sue further financial deregulation "at the 
earliest possible date." If the deal sticks, it 
should save South Korean companies 
around Won З trillion (US$3.8 billion) in 
debt-service costs this year, analysts say. 
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This deal “is what we have been advo- 
cating for months," says Suh Sang Mok, 
one of the president-elect's key economic 
advisers and an assemblyman for the rul- 
ing Democratic Liberal Party (DLP). "Our 
economy is very slow," adds Suh, who 
acted as a broker for the deal. The new 
president hopes companies will reinvest 
the money saved to jumpstart economic 
growth, he told the REVIEW. 

The new president faces what is by 
South Korean standards an economic cri- 
sis. South Korean GNP is estimated to have 
grown by 4.5% in 1992 and the prospects 
for this year are not rosy. By contrast, GNP 
grew at an average annual rate of 8.8% in 
1980-91, the highest in the world. 

Now, all eyes are on the president-elect. 
Businessmen and workers are so used to 
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being dragooned by the government, that 
economic success or failure are thought to 
lie in Kim's hands. 

His first move, on interest rates, has 
won praise, even from some of the govern- 
ment's sternest financial critics. “This is 
good news for the stockmarket and the 
economy as well," says Lee Sang Zhin, a 
strategist for Schroders Securities in Seoul. 
“It’s a symbolic move, but the first sign 
that the government is acting to jumpstart 
business without destroying future eco- 
nomic activity." 

Indeed, the liberalisation of interest 
rates would go a long way towards dis- 
mantling the nation's outdated command- 
capitalist system. Local companies would 
be able to compete more freely for funds 
instead of relying on bureaucratic pull от 
political muscle. 

But Kim's apparent coup on interest- 
rate reform will not give the economy а 
big boost. "The reason the economy is not 
growing is not a lack of credit, but uncer- 
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tainty" among businesses over the direc- 
tion of economic policy, says Kim Ki 
Hwan, a former senior official at the Minis- 
try of Trade and Industry. 

Nowhere are businessmen more uncer- 
tain than about Kim's economic policies; 
his campaign speeches last year were full 
of vague promises. He called for govern- 
ment to "eradicate irregularities" in the 
economy by eliminating corruption and 
red tape. Now, executives want specifics. 

Will Kim support demands from big 
business to pump-prime the economy? Or 
will he heed the bureaucrats' advice to pro- 
mote exports while "managing" domestic 
economic expansion in order to achieve 
overall growth of 6-7% a year? While in- 
vestors await an answer, their wallets have 
remained firmly closed since Kim won the 
presidential election on 18 December. 

This investment uncertainty is the main 
reason that GNP growth in the first quarter 
of 1993 is likely to be the lowest in 12 years, 
say economists, perhaps slipping below 
2%. The economy grew by 2.8% year-on- 
year in the last quarter of 1992. 

The deal, though, between the central 
bank and the finance ministry augurs well 
for the future. The fact that the two gov- 
ernment departments agreed to follow 
Kim's campaign pledge to initiate "change 
amidst stability" may point to more such 
compromises in the months ahead. And 
this could encourage a rebound in busi- 
ness confidence. 

Kim's next important initiative, say his 
advisers, will be to persuade the bureau- 
cracy to abandon its efforts to micro- 
manage а US$274 billion economy, the 
world's 15th largest in 1991. Young Soo Gil, 
president of the Korea Development Insti- 
tute, a government-owned think tank, pre- 
dicts that corporate optimism will pick up 
in the second half of the year as Kim gives 
details, then implements, the bureaucratic- 
reform programme. 

The big conglomerates, or chaebol, 
however, are not particularly interested in 
streamlining the bureaucracy. They simply 
want a massive economic stimulus, since 
this was the source of most of their profits 
in 1988-91 — until the Roh Tae Woo ad- 
ninistration launched its economic stabili- 
sation programme. The scheme was de- 
signed to tame inflation, a soaring current- 
iccount deficit and a looming property cri- 
sis. To achieve this, Roh ordered an end to 
»rivate construction projects, bullied la- 
your and management to hold down 
wages and prices, and massaged the won 
lownwards. 

This helped to slow import growth, a 
levelopment aided by a government cam- 
»aign against the conspicuous consump- 
ion of foreign goods and a slackening of 
lemand for new equipment from abroad. 
[he strategy worked: inflation dropped to 
15% in 1992, compared to double-digit 
ates in the preceding two years. The cur- 
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rent-account deficit fell to US$4 billion, 
against US$7.8 billion in 1991. 

Bureaucrats say the policies have laid 
the groundwork for sustainable growth 
and a current-account surplus for the rest 
of the decade. But the Federation of Ko- 
rean Industries, which represents the chae- 
bol, sees it differently. 

It projects that GNP growth in 1993 will 
be only 48%. Private consumption will 
rise only 5.6% this year from 6.3% in 1992, 
while industrial investment will manage 
an anaemic increase of 2.3% in 1993, up 
from 0.7% last year. Big business is argu- 
ing that these dismal figures require a 
package of stimulatory measures. 

The central bank and the Ministry of 
Finance may not agree on the speed and 
degree of interest-rate liberalisation, but 
they are united with the Economic Plan- 
ning Board in opposing any government 
efforts to pump-prime the local economy. 
The three agencies all fear that such a strat- 
egy would stoke up inflation, suck in im- 
ports and reflate the property bubble. 

In fact, the bureaucrats believe that 
President Roh and the DLP over the last 
four months have stimulated the economy 
just enough to avoid undoing the benefits 
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of the economic stabilisation programme. 
These recent moves included expanding 
the money supply at a real annual rate of 
13-15% and increasing the 1993 budget by 
14.6% over 1992 levels. 

The building industry catalysed the 
economy in the late 1980s and early 1990s. 
But last year, construction activity declined 
by 1.7%, after growing by 11.2% in 1991. 
Young of the Korea Development Institute 
sees a strong rebound in construction 
activity in the second half of the year, 
thanks to new government infrastructure 
projects. He and other economists believe 
that these projects will add just enough 
activity to the domestic economy to keep 
it moving at 6% a year without restoking 
inflation. к 
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Reform on 
the menu 


t is opening time at the dining counter 

of a large downtown department store. 

What's today's special? There isn't one. 
The manager would need permission from 
several ministries of the government to 
change the menu or offer a discount, never 
mind that a freezer-full of food may spoil 
if it is not sold soon. 

Every businessman in South Korea tells 
a similar nightmare about the nation's 
powerful and intrusive bureaucracy. Presi- 
dent-elect Kim Young Sam has promised 
to cut the red tape that shrouds the South 
Korean economy, but appears willing to 
carry the process one step further, to attack 
the power of the bureaucrats as well. It 
promises to be a hard fight. 

Kim is planning a major shake-up of 
government ministries in his first 100 days 
in office to revive the flagging local 
economy. The reorganisation scheme 
would merge the Economic Planning 
Board and the Ministry of Finance, the 
nerve centres of the country's system of 
command-capitalism. Most government 
policy-loan decisions would be transferred 
from the ministry to the reform-minded 
central bank. This would deprive the min- 
istry of its enormous financial clout over 
local companies. 

The scheme would also rationalise the 
functions of most other ministries and cre- 
ate two new agencies — an industrial-tech- 
nology ministry and a trade representa- 
tive's office. Sources familiar with the plan 
say it is designed to give businesses more 
leeway in developing, financing and mar- 
keting products at home and abroad. 

"This will be a major reorganisation of 
the government to improve the business 
environment after the inauguration," says 
one senior government official close to 
Kim's presidential transition team. 

Most bureaucrats expected Kim simply 
to cut red tape, not restructure the govern- 
ment. Many believe Kim cannot pull it off. 
"It would take at least a year to prepare for 
any merger" of the finance ministry and 
Economic Planning Board, says one mid- 
level finance official. “This would cause too 
much economic disruption." 

Indeed, the draft plan already has 
sparked heated opposition from en- 
trenched bureaucrats, who are busy attack- 
ing the dangers of politicians being given 
command over the economy. This is an 
important consideration in a Confucian so- 
ciety such as South Korea's, where a strong 
bureaucracy independent of political in- 
trigue is the ideal. ш Ed Paisley 
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material and support services to 650 TV broadcasters 


On January 1, Visnews became Reuters Television. 80 countries. 


And the new company took over the role of the world's Already, that leadership is being reinforced as the comp: 


leading television news agency - supplying news, archive becomes integrated into the Reuters network, gaining acc 
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the skills, facilities and resources of more than 120 news And to strengthening and expanding a global news service 
reaux around the world. that's already unmatched for reach, speed and quality coverage. 
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A quick killing 


Plot thickens in struggle for Philippine Airlines 


By Rigoberto Tiglao in Manila 

Airlines, new questions have emerged 

about the role of the chairman, 
Antonio Cojuangco, and the sale of certain 
assets to a foreign institutional investor. 
Documents obtained by the REVIEW show 
that Cojuangco made a quick profit on 
selling shares in PR Holdings, the consor- 
tium which bought 67% of Philippine Air- 
lines from the government in March last 
year. 

The sale appears to skirt Philippine 
securities regulations, as well as a gov- 
ernment stipulation that the acquirers 
of the majority stake in the airline should 
hold the shares for a minimum of three 
years. Although technically 
Cojuangco's transaction in- 
volved shares in PR Holdings, 
not those in Philippine Airlines, 
the deal seems to contravene 
the spirit of the government's 
intention. 

Revelations about share 
sales come at a time when 
Cojuangco faces a challenge to 
his chairmanship of the airline 
from his erstwhile financial 
backer, Lucio Tan, a tobacco 
magnate. Cojuangco sought 
help from Tan early last year 
when he was having difficulty 
raising enough cash to pay for 
his stake in PR Holdings. It 
subsequently emerged that Tan 
became the largest single 
shareholder in the consortium 
and fell out with Cojuangco after he had 
discovered the chairman was planning to 
buy planes for the airline without telling 
Tan. 

President Fidel Ramos has now 
stepped into the fray by offering to medi- 
ate between Tan and a group consisting 
of Cojuangco and his allies, the powerful 
Ayala and Soriano families. Reports in 
Manila say that the two camps are offer- 
ing to buy the other's block of shares in 
PR Holdings in order to decide once 
and for all who controls Philippine Air- 
lines. 

News that Cojuangco sold shares in the 
consortium soon after he bought them 
seems to conflict with any claim that he is 
deeply committed to the airline's long- 
term future. What the document shows is 
that on 8 July Cojuangco's holding com- 
pany Aeropartners sold a block of shares 


I n the struggle for control of Philippine 
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in PR Holdings to four investment funds 
for P616.7 million (US$25 million). This 
gave Cojuangco a profit of P59.1 million 
on shares he had acquired on 24 March, 
the day before PR Holdings bought its 
stake in Philippine Airlines. The document 
consists of the assignment of subscription 
rights between Aeropartners and the 
funds. 

Cojuangco's transaction slashed his 
stake in PR Holdings from 13.8% to only 
8.3%. Despite this, he ended up as chair- 
man of Philippine Airlines, even though 
his stake was the smallest among the con- 
sortium's four major investors. Tan holds 
40.5%, the Ayalas 16.1% and the Sorianos 
9.5%. The share pattern is reminiscent of 
Cojuangco's control of another near-mo- 





New revelations about Philippine Airlines' share sales. 


nopoly Philippine Long-Distance Tele- 
phone, in which his family has only an 11% 
stake. 

The PR Holdings shares were sold to 
four investment funds managed by Capi- 
tal International, based in Los Angeles. The 
funds are Capital International Emerging 
Markets Fund, Emerging Markets Invest- 
ment Fund, Emerging Markets Growth 
Fund and SmallCap World Fund. They are 
among the world's largest investors in 
emerging markets — the first of these alone 
had a total net asset value of US$966 mil- 
lion as of the end of 1991. 

They are also perhaps the biggest for- 
eign investors in the Philippine stock- 
market with a portfolio worth US$250 
million, sources say. This sum includes 
US$52 million worth of equity in Philip- 
pine Long-Distance Telephone (as of end- 
1991), an 8.6% stake, according to an in- 
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ternational directory of emerging markets 
funds. 

A REVIEW source says that Cojuangco 
has had extensive business dealings with 
senior executives of Capital International 
by virtue of the latter’s stake in the tele- 
phone company. These executives include 
Robert Lovelace, whose family controls the 
company, and Joseph Higdon, a former 
Peace Corps volunteer in the Philippines. 

By all accounts, the share sale appears 
to have been done in a hurry. When PR 
Holdings’ lawyers first reported the trans- 
action to the Securities and Exchange Com- 
mission (SEC) in Manila on 26 August, they 
misreported the names of the new owners. 
Instead of using the words “Emerging 
Markets,” one was described as “Emer- 
gency Market,” another as “Energy Mar- 
ket.” 

Sources say there is no documentation 
to show that the sale was approved be- 
forehand by the majority of PR Holdings 
stockholders or the board of directors, 
contrary to Philippine securities regula- 
tions stipulating that existing shareholders 
have the right of first refusal. A letter 
dated 17 September from PR 
Holdings’ law firm to the SEC 
stated that the sale was ap- 
proved by the consortium’s 
board on 29 June. It added that 
a list of shareholders drawn up 
on 14 July (six days after the 
sale) was “inadvertently not 
updated or corrected” to show 
the change. 

By contrast, corporate 
records of PR Holdings at the 
SEC do not report that the 
board met on 29 June. This 
may have been an oversight in 
the SEC records, but according 
to a certificate from the com- 
pany's secretary dated 28 Oc- 
tober, the board approved the 
transaction on 26 October. 

While the transaction may 
not have been known to the board of PR 
Holdings until months after the event, 
there are also doubts about what the au- 
thorities were told and when. For one 
thing, the transaction does not appear to 
have been approved by the central bank, 
in contravention of a rule which requires 
the registration of such a foreign invest- 
ment. Both central bank governor Jose 
Cuisia (a director of Philippine Airlines) 
and the bank's general counsel, Armando 
Suratos, told the REVIEW that they were not 
aware that the four funds had registered 
the transactions with the monetary author- 
ity. 

í In the case of another shareholder in PR 
Holdings, the Bermuda-based Philippine 
Long-Term Equity Fund (part of the 
Sorianos’ holdings), the central bank's 
monetary board met in March to approve 
the company's P59 million investment in 
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the consortium. 

Another issue is the government's re- 
quirement, included in the rules governing 
the bidding for Philippine Airlines shares, 
that investors had to hold their shares in 
the company for at least three years. 
Former finance secretary Jesus Estanislao, 
who presided over the company's privati- 
sation, stated in a letter in January 1992 to 
the Commission on Audit, that the stipula- 
tion was "intended to attract only inves- 
tors with a long-term view, as opposed to 
speculators who may be simply motivated 
by the prospect of a short-term gain in sell- 
ing Philippine Airlines shares before they 
are acquired." 

Cojuangco's rival for control of Philip- 
pine Airlines, Lucio Tan, acquired his stake 
in PR Holdings considerably earlier than 
previously revealed, according to docu- 
ments that have come to light. The firm's 
"directors' certificate" (a document signed 
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In battered shape 


Flight attendants' strike bruises Cathay Pacific 


by the directors, reporting that they ap- | 


proved the issue of shares) shows that 
Tan's companies were stakeholders in PR 
Holdings on 17 February. On that date, 
they were issued "nominal" shares, a regu- 
latory requirement that allowed them to 
acquire 40.5% of the consortium's stock on 
24 March, the day before PR Holdings took 
control of the airline. 

With that commanding stake, Tan per- 


suaded the board on 24 March to amend | 
ts articles of incorporation to raise from | 


31% to 66% the percentage of voting stock 
'equired to pass all major corporate deci- 
ions. This meant that Tan's 40.5% stake 
sives him effective veto power over big 
lecisions, not only by PR Holdings, but 
ilso by Philippine Airlines. 

Technically, Tan's opposition to the pur- 
hase of US$1.6 billion worth of aircraft 
hould have killed the deal — and prob- 
ibly would have done if he had known 
ibout it. Instead, Tan was forced to use his 
wo representatives on the airline to ask, at 
| Philippine Airlines board meeting on 22 
anuary, that the deals for six Airbuses and 
our Boeings be revoked. 

A spokesman emerged from the meet- 
ng to say that no decision was taken on 
vhether to defer the aircraft orders. But at 
he same time, Tan's representatives were 
ble to pose some searching questions to 
he directors. They have asked for the min- 
ites of all meetings of airline officials at 


vhich the plane deals were discussed. In | 


ddition, they want to see the deeds for the 
ale of the planes and copies of all con- 
racts "^in which any [airline] officer or 
oard member has any interest.” 

A letter to the board from one of Tan's 
epresentatives suggests that Philippine 


By Michael Westlake in Hongkong 
he Lunar New Year is the busiest 
holiday in the calendar for Hong- 


| kong's people-movers. Well over а 
million inhabitants traditionally leave the 
colony during the break, either to visit rela- 
tives in China or Taiwan, or to head for the 
sun in Southeast Asian resorts. It is an op- 
portune time for a militant transport union 
to confront its management. 

Given the pressures to settle quickly, 
most people expected Hongkong carrier 
Cathay Pacific Airways and its striking 
cabin crews to reach ап 11th-hour deal that 
would restore flights to normal by 22 Janu- 
ary, the first day of the holiday. They 
didn't. 

Four days later, with the worst behind 
it, Cathay appeared to have won the battle 


Lower flight path 


Cathay Pacific’s revenue is 
rising, but profits are flat 
HK$ billion 
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to keep its planes flying. The airline 
claimed 75% of its 4,000 cabin crew were 
working normally, leaving roughly 1,000 
members of the Flight Attendants Union 
(FAU) still on strike. And despite angry 
scenes in Kai Tak airport's departure 


| lounge in the first days of the strike, which 


\irlines received an 11% discount on the | 


\irbus planes in а deal worth US$564 
aillion. The board spokesman stated that 
пе discount was something that would 
enefit the airline — not individual offic- 
rs. a 
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began on 13 January, most passengers got 
to their destinations — albeit late in some 
cases, or on aircraft that Cathay chartered 
from other carriers. 

But the cost to Cathay (slogan: Arrive 
in Better Shape) was huge. Besides the fi- 
nancial consequences, there is the damage 
to its customer relations, as well as to its 
public image as one of Asia’s better-run 
airlines. 
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The carrier admitted to losing up to 
HK$15 million (US$1.9 million) a day dur- 
ing the first 10 days of the strike, when 
perhaps 2,000 cabin staff stayed away from 
their jobs. Based on its results for the first 
half of 1992, Cathay could have reckoned 
on daily profits of around HK$6.8 million 
from normal operations. 

In the PR stakes, the damage was less 
quantifiable but more obvious. The tel- 
evised press conferences of Cathay manag- 
ing director Rod Eddington had to com- 
pete with pictures of a large number of 
young women — "from 10 Asian lands," 
as Cathay's TV commercial puts it — chant- 
ing slogans outside the airline's offices. 
Later, there was the even more compelling 
scene of several hundred flight attendants 
and their supporters camping through a 
cold, wet night on the doorstep of Hong- 
kong Governor Chris Patten (who left for 
his own holiday, regardless). 

The strike began over FAU demands for 
the reinstatement of three senior steward- 
esses who were sacked for refusing to 
work temporarily in junior positions. But it 
soon broadened into negotiations about 
staffing levels and pay. There were also 
signs that the cabin crews' grievances are 
only the tip of an iceberg of poor relations 
between Cathay and union leaders. 

On 21 January, the strike had seemed 
on the point of resolution. The sole stick- 
ing-point was Cathay's insistence on re- 
serving the right to discipline some of the 
strikers after they returned to work. 

FAU members and sympathisers saw the 
right-to-discipline issue as a management 
attempt to crush the union — perhaps, the 
argument ran, because an FAU victory 
would set a precedent for a much more 
expensive settlement with the pilots' and 
flight engineers union, the Aircrew Offic- 
ers' Association (AOA). Eddington has em- 
phatically denied this claim. 

Nevertheless, Cathay may well be hop- 
ing to secure long-term benefits from what 
has undoubtedly been a short-term disas- 
ter. Eddington has for months been argu- 
ing that Cathay's profits, while good, have 
stagnated, and that unless the trend is re- 
versed, a continuing reduction in profit on 
turnover will turn into an actual loss in a 
few years' time. 

The factors weighing most on Cathay's 
earnings are costs and increasing competi- 
tion. In part, the latter is due to the ex- 
ported miseries of airlines in the less eco- 
nomically buoyant US and Europe. US air- 
lines collectively expect to announce losses 
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Сап you rebuild a The collapse ofthe iron curtain revealed dinosaurs on the industrial 


nation's industry landscape of Eastern Europe - unwieldy structures operating with 


without starting all gross inefficiency and creating large-scale abuse of the environment. 


over from scratch? Bankrupt economies can't rebuild from scratch, but Western 


Yes, you can. 


expertise can help. Eighteen months after ABB formed a joint venture with 
two Polish companies, a new centre of excellence for gas turbines emerged. 
Production times were cut in half. ABB Zamech now consumes about one 
third less electricity, gas and water per unit of output, and harmful emissions 
have been drastically cut. 

As a leader in electrical engineering for industry and transportation, and 
in the generation, transmission and distribution of power, ABB is com- 
mitted to industrial and-ecological efficiency worldwide. We transfer this 
knowledge across borders with ease. Butin each country ABB local operations 
are decentralized and flexible. That means we are close at hand to help our 
customers respond swiftly and surely to technological challenges which 


stretch the limits of the possible. 


ABB Holding Ltd., Reader Services Center, G.P.O. Box 448, 
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га] economic reforms апа high returns on 
investments are attracting multinational companies 
to Pakistan on an unprecedented scale. 

Some, like Gillette and Coca Cola, have come to 
take advantage of the seventh largest domestic market 
in the world: over 114 million people and a current 
GDP of 6.5% growth. 


Othe 8, such as aewoo, lcatel and 


capitalising on tl е nment'sagg privatisati 
programme. They are playing a major role in developi 
Pakistan's infrastructure by building roads, expandi 
telecommunications and powering the nation. 

And then there are companies like Johnson 
Johnson. They are reaping the numerous benefits 
Pakistan's Export Processing Zones including 


import or export tariffs, tax holidays up to the уз 
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00, minimum red tape for set-up, access to 
undant raw materials and a productive, low-cost 
wrkforce of around 32 million people. 
And they are not alone. Over 229 industrial units 
wth around $210 million are already operational. 
Most are accessing Pakistan’s historic and strong 
ide links with China, the former Soviet Central 


ian Republics and the Middle East, a regional 


in Islamabad, Pak 


Investment 
incentives 


in Pakistan. 


100% foreign 
ownership of 
companies. 

. 
Investments 
protected by law. 
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restrictions. 
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Zones. 


Tax holidays up to 
the year 2000. 


Low labour and 
operational costs. 


LJ 
Easy access to the 
markets of Asia and 
the Middle East. 


market of well over a billion people. 

Whether you wanta domestic market of millions 
or exports of billions, contact the Embassy of Pakistan 
in your country or the Pakistan Investment Board 
an, fax: 92 -2 А 
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Pakistan 


One country. Infinite possibilities. 
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Thailand's view of Khmer Rouge 

I was struck by Serge Thion's view [Fail- 
ure in Cambodia, THE 5TH COLUMN, 21 Jan.] 
that the problem of the Khmer Rouge is 
basically a military problem and hence re- 
quires a military solution. Vietnam, with 
the fourth-largest standing army in the 
world, thought the same in 1978. Thirteen 
years later, it realised that a military solu- 
tion was not the answer. 

The root cause of the current deadlock 
in Cambodia does not come from border 
trade across the Thai-Cambodian frontier. 
It is in fact the inability of the United Na- 
tions Transitional Authority in Cambodia 
to implement fully the peace plan, princi- 
pally because there has been a lack of co- 
operation and national reconciliation 
among the Cambodian parties concerned. 

It is very disturbing to hear, after more 
than a decade of providing safe shelters 
and humanitarian assistance to more than 
370,000 Cambodian displaced persons (a 
living condition of which was indeed the 
envy of many affected Thai villagers 
nearby), that Thailand should be criticised 
by Thion for offering "inhuman border 
camps in which many Cambodians had 


been forced to live." 

Trade between private Thai traders and 
Cambodians of all factions has existed for 
some years. After the signing of the Paris 
peace plan, more trade between Cambodia 
and the outside world was further encour- 
aged, as everyone thought it would be an 
effective way to turn the Cambodian par- 
ties away from armed hostilities. Thion 
should know that other countries are also 
dealing with Cambodians in logging, gems 
and other goods. In fact, the elected govern- 
ment of Thailand chose to openly discour- 
age Thai traders from exploiting the natural 
resources of neighbouring countries. The 
cabinet decision on this matter taken by the 
Anand government was once again upheld 
by the current elected government. 

By letting emotion and hatred influence 
the conduct of research, an objective con- 
clusion cannot be drawn. By suggesting 
that the international community should 
pressure Thailand to isolate the Khmer 
Rouge, Thion has apparently refused to 
understand the root cause of the conflict in 
Cambodia. A durable peace in Cambodia 
must be based on national reconciliation 
among all Cambodian parties because the 
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future of Cambodia would ultimately have 
to be decided by the Cambodians them- 

selves. 
SAKTHIP KRAIRIKSH 
Director-General 
Department of Information 
Ministry of Foreign Affairs 
Bangkok 


Calling Bill Clinton 

In your recent article Massacre in Kashmir 
[21 Jan.], you note that the recent murders 
of over 60 civilians by Indian paramilitary 
troops in the Kashmiri town of Sopore “has 
forced an early test for the Indian Govern- 
ment's policy of active engagement in hu- 
man-rights issues." This incident may also 
force an early test of the Clinton Adminis- 
tration's plans to adopt a "new diplomacy" 
that, as Secretary of State Warren Christo- 
pher stated in his confirmation hearings, 
"anticipates and prevents crises" as much 
as it responds to them. The failure to act 
threatens the stability of the entire Indian 
subcontinent with nuclear implications that 
should concern the world. 

Kashmir thus represents an opportunity 
for a Clinton administration bent on 
putting this "new diplomacy" into action. 
Among the fundamental changes required 
in US policy would be recognition that the 
issue of nuclear proliferation in South Asia 
cannot be settled without first addressing 
the status of Kashmir; that any negotiations 
between India and Pakistan must be tri- 
partite talks including legitimate repre- 
sentatives of the Kashmiri people; that US 
trade and assistance ought to be used to 
pressure New Delhi to stop its campaign 
of terror in Kashmir; that the people of 
Kashmir determine their status through a 
free and democratic plebiscite; that the UN 
resolutions of 1948 and 1949, which called 
for the holding of a national plebiscite, 
must remain the guiding principle of any 
settlement; and that the US must work, as 


| it has done in the Middle Fast, to bring the 


involved parties to the negotiating table. 
The humanitarian considerations for 
action in Kashmir are tremendous. But the 
geo-strategic considerations are even more 
compelling. Kashmir's strategic location 
makes it a nuclear trip-wire for South Asia 
even more unstable than the one posed by 
the nuclear arsenal in the former Soviet 
Union, not least because India and Paki- 
stan, both believed to be nuclear powers, 
have already fought two wars over Kash- 
mir. Kashmir thus represents a major chal- 
lenge for the Clinton administration to en- 
act its new diplomacy: to anticipate the 
danger posed by the Kashmir crisis, and 
prevent it from exploding into the next 

Bosnia or Somalia. 

GHULAM NABI FAI 
Executive Director 
Kashmiri-American Council 
Washington, D.C. 
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EDITORIAL 


Grounded in Hongkong 


The Cathay Pacific strike and competitive skies 


hroughout the strike by Cathay Pacific flight attend- 
T ants, members of the Flight Attendants Union (FAU) 
and some local Hongkong politicians urged Governor 
Chris Patten to intervene. The governor wisely sat it out 
vacationing in Bali. We should like to see some government 
action, too, but of a kind probably not envisioned by either 
the FAU or Cathay Pacific. Instead of interjecting himself in a 
private labour dispute, the governor might move Hong- 
kong policy to help ensure that future disputes are not as 
disruptive to passengers flying into or out of the territory. 
The recipe for this is as classically Hongkong as Canton- 
ese cuisine: more open markets. This may sound odd in the 
land of laissez-faire, but foreign airlines have long grum- 
bled about Hongkong's eclipsed skies. What foreign airlines 


D 


are after are two things: first, permission to fly into Hong- | 
kong from more cities; and second, the so-called "fifth | 


freedoms" that would allow them the right to pick up and 


discharge passengers in Hongkong on their way to and from | 
other parts of the world. Naturally Hongkong would prefer | 
similar reciprocal rights — access, for example, to America's | 
| benefits of having a privileged royal class. 
In the short term Cathay Pacific, which has the lion's | 


domestic air market — before opening up its own. 


share of the business at Kai Tak, enjoys the benefits from 
barriers to market entry that make it difficult to dislodge 
entrenched airlines. We are all for breaking down these bar- 
riers, but we also see a huge difference between companies 
that dominate a market because of better service and those 
that do so because others are prevented from competing. 
It's well worth remembering that what cut IBM down to size 
was not the efforts of Washington antitrust regulators but 
the competition from upstarts such as Compaq and Apple, 
which simply provided better service. Our fear is that this 
kind of distinction gets lost in politics, resulting in bids to 
cap market share rather than open competition. 

More broadly, the troubles at Cathay Pacific point to a 
problem that goes far beyond Hongkong and threatens the 
core of international competition: the sad fate of the General 
Agreement on Tariffs and Trade (Gatt). At a time when the 
Gatt ought to be forging a structure for the 21st century by 
expanding its mandate to include areas like air travel and 
financial services, negotiators are instead haggling over steel 


market completely, long and tedious approval would have 
to be solicited from all other countries affected on a given 
route. But Hongkong's own history eloquently attests to the 
benefits of opting for unilateral free trade today as ш 
to holding out for multilateral fair trade tomorrow. 


Royal prerogative 


Malaysia's sultans: rights & wrongs 
epending on which side you ask, the row between 


ther an effort to drag the royalty into the twentieth century 
by removing its legal immunities or a government plot to 
rid the country of another independent institution. Each side 
argues that victory by the other would imperil Malaysia's 
continued development. The question that immediately sug- 
gests itself is whether the public costs outweigh the public 


The disadvantages are quite clear. Sultans may be sul- 
tans, but they are human beings, too. And human nature is 
such that those who are not held responsible for their ac- 
tions can behave irresponsibly. The reason royal privilege 
has come into question now is because it has been abused 
— most recently by the thrashing of a hockey coach last 
year by the Sultan of Johor, once convicted of manslaughter 
and rumoured to have committed other offenses as well. 
Certainly Prime Minister Datuk Seri Dr Mahathir Mohamad 
is right to deem it intolerable that royals can commit these 
kinds of acts with impunity. 

But there are public advantages to royal privilege as well. 
Malaysia's system of rotating sultans might strike outsiders 
as odd, but some might find it no odder than, say, Britain's 
House of Lords. And they seem especially important now 
that a chorus of voices in Malaysia wonders whether other 
institutions, from the judiciary to the press, have had their 
relative power diminished in relation to the executive. 
Umno today may enjoy popular support and pursue poli- 


| cies that have helped fuel Malaysia's spectacular economic 


and oilseeds. In turn, the failure to include services under | 


the Gatt mitigates some of the advantages in areas that are 
already open — witness the way US equity limits shot down 
a British Airways arrangement with USAir. 

Many of those who claim that air deregulation has been 
a failure point to the consolidation of many US airlines into 
three or four "megacarriers" as proof. But the problem in 
the US was the protectionist failures to push deregulation 
on the financial side and open American routes to foreign- 
ers. Indeed, the bilateral nature of air rights agreements 


means that even if Hongkong were to open up its own | 
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growth, but enervating institutions independent of the state 
creates the risk that Umno may some day leave a political 
architecture that will make it easier for another ruling group 
to reverse its achievements. 

Dr Mahathir says that the government cannot compro- 
mise on principle. But one magisterial solution to the im- 
passe might be to hold sultans responsible for criminal acts 
while retaining their civil immunity. It would be no com- 
promise on principle, and we suspect many Malaysians 
would see it as a more or less reasonable balance between 
personal liability and public benefit. п 


Malaysia's nine sultans and the country's ruling: e : 
United Malays National Organisation (Umno) is ei- |. 
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Professor George Bass has 
been called the father of marine 
archaeology. 

In thirty years of diving for 
shipwrecks, none has proved 
more fascinating than the wreck 
of a Bronze Age trading vessel 
that sank off the Turkish coast 
5,500 years ago. 

The oldest known wreck in 
the world, it lies 150 feet below 
the surface of the Mediterranean. 

At depths like these, Bass 
restricts himself and his divers 
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at a time working on the wreck. 


Bolero img. he times every 


oF | à dive he makes 
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Meanwhile, democracy is alive and well at 
the grassroots level. Page 20. 

Cover illustration by Yuen Tai Yung 





10 Cambodia: Government offensive against the Khmer Rouge 
12 
13 
13 Indonesia: Suharto tries to polish human-rights image 


17 


Indochina: France seeks greater role in region 
Diplomacy: Malaysia and the Philippines discuss Sabah problem 


United States: Clinton's human-rights supremo worries Asians 
Thailand: Unravelling the mystery of murdered Saudi diplomats 


Taiwan: Premier's resignation weakens KMT's mainland faction 


18 India: Russian president boosts defence ties 


28 


Burma: New bridge a symbol of Peking's grip over Rangoon 


Arts & Society 


32 Literature: Lao writers can do war, but not peace 


34 Books 


FAR EASTERN ECONOMIC REVIEW 


Economic Relations: New flashpoints loom over US-Japan trade 
Law: China takes heed of investors' contract complaints 
Marketing: Foreign retailers chase a China dream 

Marketing: Advertisers adapt their sales pitch for Asia 
Finance: Putting a value on Chinese assets is tricky 
Companies: A Japanese trading house struggles to adapt 
Economies: Power and fires are Malaysia's burning issues 
Energy: China pins its hopes on foreign oil tenders 
Companies: Philippine phone monopoly PLDT is under siege 
Communications: Thailand's Shinawatra eyes Indochina 
Labour: On pay, there's worse to come for the Japanese 


N 


ÁSK US TO GO FURTHER YET STILL BE CLOSE AT HAND. 


THE WORLD BY AIR FRANCE IN MORE THAN 200 DESTINATIONS. 


rN IS FRANCE /// 


ASK. TF BE Wee Ei OF-Uus 


X EURO RSCG 












( 
Y^ 
Editor: L. Gordon Crovitz 4 
Deputy Editor: Nayan Chanda 


Regional Editor: Charles Smith; V. G. Ku 
Gavin Greenwood, К. Nadarajah Assistants 


Business Editor: Nigel Holloway; Andrew Waller De; 
Clarry Hubbard, Chris Gay Assistants 


Arts & Society Editor: Frank Ching; Don Cohn Books Editor 
Senior Editors: John M. Leger, William McGurn 

Assistant Editor: Jason T. Shaplen 

Focus Editor: Michael Malik 

News Editor: Paul Bayfield 

Chief Correspondent: Rodney Tasker 

International Finance Editor: Anthony Rowley Tokyo 


Specialist Contributors: Bob Johnstone Technology 
Henny Sender Finance; Mark Clifford Industry; 

Carl Goldstein Chinese Affairs; Michael Westlake Transport 
М. Balakrishnan Singapore; Morgan Chua Cartoons: 

Paul Mooney China Trade; Bertil Lintner Burma 

Tai Ming Cheung; Jonathan Karp 


Art Director: John Hull; Ricky Hui Deputy; Ringo Chung 
Ray Leung Assistants 


Production Editor: Henry Chiu; Winnie Law Deputy 
Librarian: Jan Bradley; Roger Tam Deputy 
Editorial Administrator: Lily Kan 


BUREAUX 

Bangkok: Paul Handley 2577739 

Hanoi: Murray Hiebert 259621 

Islamabad: Salamat Ali 823349 

Jakarta: Suhaini Aznam 3847814 

Kuala Lumpur: Michael Vatikiotis, Doug Tsuruoka 2308331 
Manila: John McBeth, Rigoberto Tiglao 5221808/595077 
New Delhi: Hamish McDonald 4627764 

Peking: Lincoln Kaye 5321550/5321397 

Seoul: Shim Jae Hoon, Ed Paisley 732-7354 
Singapore: 2203720 

Taipei: Julian Baum 502-2359 

Tokyo: Robert Delfs, Jonathan Friedland 

Louise do Rosario 32708229 

Washington: Susumu Awanohara 862-9286 


OTHER CORRESPONDENTS AND CONTRIBUTORS 
Brussels: Shada Islam London: James Bartholomew 
Calcutta: Jayanta Sarkar Moscow: Jeffrey Lilley 
Canberra: Jacqueline Rees New York: Jonathan Burton 
Colombo: Manik de Silva Phnom Penh: Nate Thayer 
Dhaka: S. Kamaluddin Rangoon: M. C. Tun 
Islamabad: Ahmed Rashid United Nations: Ted Morello 
Kathmandu: Kedar Man Singh Wellington: Colin James 


ADMINISTRATION 

Publisher: Thomas P. Eglinton 

General Manager: Mitchell A. Klaif 
Company Secretary: К. S. Tsang 
Advertising Director: Thomas J. Harter 
Marketing Services Manager: Sally Walker 
Circulation Manager: Agnes Ting 

MIS Manager: Vincent Hong 

Advertising Services Manager: Bea Cheang 


Published weekly, every Thursday, in Hongkong since 1946. All Rights 
Reserved. © Review Publishing Company Limited, Hongkong, 1993 
A wholly-owned subsidiary of Dow Jones and Company Incorporated 


Offices: 25/F, Citicorp Centre, 18 Whitfield Road, Causeway Bay, Hongkong 
Postal address: СРО Box 160, Hongkong 

Telephone: Editorial 508 4381, Subscription Customer Service 508 4338 
General Business 508 4300. 

Fax: Editorial 503 1530, Subscription Customer Service 503 1549, Advertising 
& General Business 503 1537 

Telex: Editorial 75297 ECWEK HK, Circulation, Advertising & General 
Business 66452 REVCD HX 

Cable: REVIEW HONGKONG. 


Printed by Dai Nippon Printing Co. (HK) Ltd 


Australia: Print Post Number PP 349181/00080. U.K.: Registered as a 
newspaper at the General Post Office. U.S.A.: The Far Eastern Economic 
Review. (USPS 914-880) is published weekly, every Thursday, for US$149.00 
per year by Review Publishing Company Limited. U.S. Mailing Agent — 
Datamovers, Inc., 36 W. 36th St., New York, N.Y. 10018. Second-class postage 
paid at New York, N.Y., and additional mailing offices. U.S. POSTMASTER: 
send address changes to Far Eastern Economic Review c/o Datamovers, Inc 

36 W. 36th St., New York, N.Y. 10018-8002 


Member of the Audit Bureau of Circulations, London. 


No.6 


11 FEBRUARY 1993 


>Р, 
Mysterious Ways 


nese Government officials are 


linton administration's point man on East 
Asian and Pacific affairs. Although Lord 


| was widely seen as an apologist for Peking 


during his three-year tenure as ambassa- 
dor, which ended shortly before the 1989 
Tiananmen massacre, he has since culti- 
vated an image as a critic of the Chinese 
leadership. Tokyo is worried that Lord will 
take an excessively hard line on China dur- 
ing Senate confirmation hearings, getting 


| the new administration and Peking off to a 


bad start. 


Khmer Ruse 


Vietnamese officials complain that thou- 
sands of ethnic Khmers from southern 
Vietnam crossed clandestinely into Cam- 
bodia to register ahead of the 31 January 


| deadline to participate in the country's UN- 


sponsored elections scheduled for May. 
Many of those who registered told officials 


| after they returned to Vietnam that they 


now wanted to be considered Cambodian 


| citizens, even though they were born in 


Vietnam and have never lived in Cambo- 
dia. One of the most explosive questions in 
the planned elections is the presence of 
Vietnamese settlers, who the Khmer Rouge 
say plan to vote in large numbers for the 
Phnom Penh Government installed by Ha- 
noi in 1979. However, the presence of Cam- 
bodian nationals in Vietnam also highlights 
the sensitive issue of Vietnam's history of 
encroaching on Cambodian territory. 


Miles from Home 

Bangladesh has agreed to allow Singa- 
pore to train some of its military aircrew in 
the country. Under the agreement, which 


| is due to go into effect shortly, Singapore 


will base three of its fixed-wing aircraft and 
a number of trainee pilots and other per- 
sonnel in Chittagong. It is not clear what 
type of aircraft are involved, or how Bang- 
ladesh is being compensated by Singapore 
for the use of its facilities. Singapore's army 
maintains extensive overseas military train- 
ing facilities in Brunei and Taiwan and the 
air force conducts regular exercises in 
Australia. 


Political Assets 


One key reason why Thailand's dis- 
graced former supreme commander Air 
Chief Marshal Kaset Rojananin may enter 
politics after he retires from the armed 
forces in September is financial, according 
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to political sources in Bangkok. Kaset, who 
is now in the "inactive" post of armed 
forces inspector-general, is believed to be 
anxious to exploit the large sums of money 
he invested in the now-defunct Samakkhi 
Tham party. The party won the most par- 
liamentary seats in the March 1992 general 
election but broke up after the bloody May 
confrontation between pro-democracy pro- | 
testers and the military in May. Kaset was 
one of the military leaders accused of or- 
dering troops to open fire on the unarmed | 
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Kaset. 


demonstrators. He has recently said he | 
may become an active politician after his | 
retirement, possibly with the leading op- 
position Chart Thai party. i 


Landing a Carrier 


During Russian President Boris | 
Yeltsin's visit to Peking last December, | 
Chinese leaders are believed to have asked 
him about the possibility of buying one of | 
the Russian navy's two Kiev-class aircraft 
carriers. The 38,000-tonne Kiev was retired 
last year because of economic cuts. China 
is interested in acquiring an aircraft carrier 
as part of its naval modernisation pro- 
gramme, and had tentatively explored the 
possibility of buying the much larger 
67,000-tonne carrier Varyag from Ukraine. 
Although that deal fell through, Chinese 
leaders have recently restated their inten- 
tion to eventually deploy a carrier. 


Open Arms 


Despite Chinese efforts to keep all their 
weapons transactions with Russia secret, 
Moscow has insisted all future arms sales 
to Peking will be reported to the UN Secu- 
rity Council. The UN has set up an arms 
registry to record international arms trans- 
fers, and both the Russians and Chinese 
have participated in talks involving the 
other three permanent UN Security Coun- 
cil members — the US, Britain and France 
— over establishing greater transparency 
in the global arms trade. 
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Shattered peace 


Phnom Penh's offensive against Khmer Rouge positions has more to do 
with politics than military tactics. Meanwhile, the UN's role of honest 
broker is being undermined as support for its mission wavers. 


By Nate Thayer in Phnom Penh and 
Nayan Chanda in Hongkong 


s inevitably as the dry season fol- 

lows the monsoon rain in Cambo- 

dia, the country's political calen- 

dar follows its own seasonal cy- 
cle: when the rice paddies are dry, govern- 
ment soldiers can be counted on to launch 
an offensive against guerilla positions. 

The fact that Cambodia is supposedly 
at peace, or on the way to achieving it un- 
der the guidance of the UN, has not inter- 
rupted the pattern. Indeed, the latest out- 
break of fighting — the most serious since 
UN forces first arrived in Cambodia in late 
1991 — is raising grave doubt about the 
viability of the peace plan. 

The start of the latest “dry season offen- 
sive" — as the cyclical military campaign 
has come to be known after more than two 
decades of warfare — was ironically timed 
to fit the peace timetable. Within hours of 


10 


the 31 January deadline set by the UN 
Transitional Authority in Cambodia 
(Untac) for completion of voter registration 
and for the Khmer Rouge to accept the 
terms of the peace process, the State of 
Cambodia (SOC) launched a series of coor- 
dinated military attacks on the guerilla fac- 
tion. 

The clear message Phnom Penh sent 
was that, by refusing to cooperate with the 
UN plan and failing to register for the elec- 
tion, the Khmer Rouge placed itself out- 
side the peace process. However, Untac 
officials in Phnom Penh and analysts in 
Washington agreed that the SOC offensive 
— despite its coordinated and broad front 
— was more a political than a military op- 
eration. 

Phnom Penh leaders have increasingly 
come to view their compliance with the 
UN peace plan as a liability. SOC Prime 
Minister Hun Sen has argued that the UN 
has virtually consented to the creation of a 
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separate Khmer Rouge state by allowing 
elections without Khmer Rouge participa- 
tion. While preparations for the poll are 
under way in the rest of the country, the 
guerilla faction has been able to defy Untac 
and carry on expanding its zone of control. 
Untac's policies seem to have created a 
situation in which the task of reunifying 
the divided country will have to be tackled 
by whatever new government emerges 
from the elections. In an interview with the 
REVIEW in December 1992, Hun Sen hinted 
that coming to grips with the Khmer 
Rouge threat immediately was a better op- 
tion than waiting until after the polls. 
Hun Sen may have had in mind a fu- 
ture military operation against the Khmer 
Rouge when he asked Thailand's Foreign 
Minister Prasong Soonsiri in November 
1992 not to allow sanctuary to the Khmer 
Rouge in Thai territory. Past attempts by 
Vietnamese troops to attack Khmer Rouge 
strongholds were often defeated by Khmer 
Rouge forces withdrawing across the Thai 
border. "When I mentioned that in case of 
military operation the Khmer Rouge 
should not be allowed to cross the border 
Mr Prasong did not say anything," Hun 
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Sen said. 

The Phnom Penh government offensive, 
which an Untac spokesman said "exceeds 
[SOC's] right to self-defence," is primarily 
aimed at three of the Khmer Rouge's four 
most important "liberated zones." Taken 
together the targeted areas include the 
most significant population centres and the 
most productive land under the guerilla 
faction's control. 

In the east, SOC forces attacked the base 
area of the Khmer Rouge 920th Division 
deployed along the Mekong River in Kratie 
province; in the north, they moved against 
the 616th Division's base in Kompong 
Thom province and in the west they at- 
tacked the 415th Division's Pailin base in 
Battambang province. A fourth Khmer 
Rouge-controlled area in the southern 
provinces of Kampot and Takeo has re- 
mained free from serious conflict during 
this offensive. 

On 2 February, the SOC said its troops 
were 20 kilometres east of Pailin, which is 
also the site of lucrative gem mines that 
provide a substantial part of the guerilla 
faction's revenue. The Khmer Rouge claim, 
considered credible by independent 
sources, that it hast held SOC forces some 
30 kilometres away from Pailin is 
significant as it places the town just 
beyond the extreme range of SOC's 
130-mm artillery pieces. 

The intensity of the conflict is 
unclear but, according to SOC mili- 
tary spokesman Gen. Pan Thai, 51 
Khmer Rouge guerillas were killed 
and 89 wounded during fighting in 
the Battambang area. These figures 
have not been verified by any other 
sources. The Khmer Rouge are de- 
fending their territory, but have yet 
to launch a counter-offensive. “They 
are avoiding combat, lying low,” a 
senior Untac official said on 2 Feb- 


situation in order to scuttle the legislative 
election." The analyst cited suspicions the 
Phnom Penh regime is afraid of losing a 
free and fair election. 

However, he said the choice of targets 
for the Phnom Penh regime's first military 
offensive was significant. "In the past they 
have had sweeps, but this is the first time 
Phnom Penh units have gone into areas 
they did not hold before." 

The analyst referred to rumours that 
SOC was getting new arms shipments, but 
said there was no firm evidence of such 
deliveries. The SOC army is now believed 
to have 50,000 troops in its front line units. 
It seems clear, he said, that the SOC only 
demobilised weak units and unusable 
weapons as part of the UN peace plan. 

While expressing concern about politi- 
cal fallout from the offensive, the official 
said: "I doubt it would sink the peace plan. 
This ramshackle affair has a way of stag- 
gering on." Military observers in Phnom 
Penh said that the Hun Sen government's 
effort to create a safety zone has been go- 
ing on for several weeks and cautioned 
against viewing it as a major push to radi- 
cally alter the military balance. A govern- 
ment spokesman was also at pains to un- 
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ruary. 
While the Phnom Penh regime 
said its forces were reclaiming pro- 
ductive land because the country 
faced a serious shortfall of rice this 
year, local analysts viewed the offensive as 
part of a larger plan linked with a increase 
in SOC political violence in recent weeks. 
The offensive is a “military means to clear 
the political battlefield,” said one senior 
Untac official. “It is a vote winner [along 
the lines of] ‘we’re doing something 
against the [Khmer Rouge] that Untac 
isn't," he added. 

А US analyst in Washington concurred, 
noting that the purpose of the offensive 
could be more political than military. ^A 
flare-up of fighting against the Khmer 
Rouge could help to emphasise the role of 
the SOC as the only barrier to a Khmer 
Rouge return to power." 

The analyst said "many of us suspect 
that SOC may have a more sinister objec- 
tive: to create a brouhaha over the security 
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derline the limited nature of the regime's 
military objectives. 

"The objective of this military action .. . 
is to force them to withdraw their artillery 
from the front line and now the mission is 
complete," Vice-Minister Khieu Kanharith 
told the press. But at the same time ana- 
lysts said the Phnom Penh government's 
call to deploy Untac peacekeepers as a 
buffer between the Khmer Rouge and SOC 
forces appeared designed to underline the 
UN's failure to prevent Khmer Rouge 
ceasefire violations and territorial expan- 
sion. 

While its objectives may be limited, 
SOC's open flouting of the ceasefire has 
added to the growing sense of despair 
about the possibility of holding a free and 
fair election, though the timing and scale 
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of the latest fighting came as no surprise in 


Phnom Penh. Addressing the National As- | 


sembly on 29 January, its chairman Chea | 


Sim said: “Тһе only measure to end the | 


Khmer Rouge stubbornness is to force | 
[them to comply], to isolate them and cut 
off military, economic and financial sup- 


plies.” Both sides have been reinforcing | 
their positions in Battambang province for | 
several weeks, and both Untac and the | 
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Khmer Rouge have accused SOC of pre- | 
paring for a major offensive. Іп a statement | 
released in late January, the Khmer Rouge | 
said that SOC was preparing to attack апа | 
capture Pailin ^with the support of some 


Untac chiefs." 


Further, SOC had been moving hun- | 
dreds of fresh troops into Kompong Thom 


province from adjoining areas since late | 


December to attack Khmer Rouge strong- 


holds. The Khmer Rouge, for their part, 


have moved hundreds of reinforcements 
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from their northern stronghold in Preah | 


Vihear province to reinforce their c 
in Kompong Thom. 

Both the Khmer Rouge and the Phnom . 
Penh Government are belittling Untac's 
will to intervene. SOC's military spokes- | 
man Pan Thai accused Untac “of running 
away to the towns when the KR . 
[Khmer Rouge] attack." However, | 
Untac sources said that the SOC has | 
refused to allow UN observers to 
visit the various battlefronts. 
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sive, while certain to be condemned | 


wants strong action taken against 
the Khmer Rouge. In the meantime, 
by standing on the sidelines — al- 
beit in accordance with its mandate 
— Untac may be highlighting its in- 
ability to influence a situation that is 
spiralling out of control. 


ity to intervene is one reason why 
support for the UN among the local 


confidential Untac report dated 18 
January and obtained by the REVIEW said 
there was "a very serious erosion of public 
confidence in Untac and the peace process. 
in general." 


It stated that “a Khmer Rouge return is | 


Analysts said that the SOC ова 


by the UN, is likely to receive some | 
support from the population which | 


Untac's unwillingness or inabil- | 


population continues to erode. A | 
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seen as a very real threat, especially after | 


Untac departs” and that “the population | 


believes that the SOC /Cambodian People's 
Party have undertaken a full-fledged cam- 


paign of violent political repression, | 


thereby making it impossible for other pro- 
visionally registered political parties to se- 
riously conduct legitimate political activi- 
ties." 


The reports also detailed popular out- | 


rage at Untac and their personnel, and con- 52 


cluded that Cambodians now refer to 
Untac soldiers as “mercenaries” 


who | 


“come here only to collect their salaries." m 
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INDOCHINA 


Gallic charm 


France seeks to improve ties with former colonies 


By Murray Hiebert in Hanoi 
rench President Francois Mitter- 
Е rand's 9-12 February visit to Viet- 
nam and Cambodia will mark an 
important milestone in France's campaign 
to rebuild ties with its former Indochinese 
colonies and reap the economic dividends 
of Paris' active role in seeking a solution to 
the Cambodia conflict. For Hanoi, the first 
ever visit by the head of state of an indus- 
-trialised nation symbolises another major 
step away from international isolation. 

Vietnamese officials view Mitterrand's 
trip as an effort by France to foster its 
growing political, economic and cultural 
links with Vietnam and bolster its rela- 
tively weak role in the region. "France 
doesn't have a big influence in 
Southeast Asia," a Vietnamese 
Foreign Ministry official noted. 
"Through relations with Viet- 
nam and Indochina, France in- 
tends gradually to expand its 
relations with other countries in 
the Southeast Asia." 

Some French sources agree. 
^We completely missed the eco- 
nomic take-off of most of the 
countries in the region," one 
French official observed. "Viet- 
nam gives us an opportunity to 
be more competitive." 

Hanoi also interprets 
Mitterrand's visit as an attempt 
by Paris to lock onto a signifi- 
cant share of the Vietnamese 
market before Washington lifts 
its trade embargo against Hanoi. "The 
French know that after the US lifts its em- 
bargo, they will be in a weaker position 
than the US and Japan," a Vietnamese dip- 
lomat said. 

Much of the French interest is fuelled 
by the fact that the three countries of Indo- 
china — Laos is the third — are the only 
area in Asia where French culture has 
made significant inroads. Most of Viet- 
nam's older intellectuals, scientists, artists 
and doctors, for example, were trained by 
the French and remain sentimentally at- 
tached to France. 

There is also an abiding nostalgia in 
France for its former Indochinese col- 
onies, particularly among those with 
family ties to the region. This sentiment 
is also reflected by the spate of French 
films produced in Vietnam during the 
past two years and the dramatic increase 
in the number of French tourists visiting 


Paris bids 





the country. 

Some of the impetus for the president's 
visit is personal. Mitterrand was minister 
of interior in the French cabinet at the time 
of the Vietnamese communist victory at 
Dien Bien Phu in 1954 which ended nearly 
a century of French colonial rule. 
Mitterrand told a visiting Vietnamese offi- 
cial a few years ago that he would visit 
Hanoi one day "to do justice to history." 

"The French feel they have an historical 
mission here after the Americans failed," a 
Western diplomat said, alluding to the con- 
flicts which erupted in Indochina shortly 
after the US was pushed out in 1975. "They 
felt obliged to come back and make the 
best of the mess." 

Some analysts also believe that Mitter- 





nt 


share of Indochina spoils. 
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rand hopes his trip will help US President 
Bill Clinton's new administration find 
ways to end its trade embargo and nor- 
malise relations with Vietnam. France was 
the first major Western country to resume 
aid to Vietnam after Hanoi withdrew its 
occupying army from Cambodia in 1989, 
and it has roughly doubled its assistance 
every year since then. 

In 1992 French aid reached Ffr 250 mil- 
lion (US$47 million), making France Viet- 
nam’s third largest foreign donor after Ja- 
pan, which resumed credits in November 
1992, and Sweden, which never cut its aid 
even after the 1979 invasion of Cambodia. 
Mitterrand is expected to announce a fur- 
ther increase in French aid during his visit. 

Much of France's assistance has been 
earmarked for upgrading Vietnam’s anti- 
quated telecommunications and water sup- 
ply systems, assisting cultural and scien- 
tific projects and a wide range of training 
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programmes. In January, France opened 
the first foreign management training cen- 
tre in Hanoi to teach Vietnamese econo- 
mists and managers the principles of free- 
market economics. A year earlier, France 
inaugurated the first foreign-run language- 
training institute in the Vietnamese capital. 

Paris has also actively campaigned to 
restore Hanoi's eligibility for lending from 
the IMF, suspended in 1985 under pressure 
from Washington. The IMF must resume 
credits to Vietnam before it can become eli- 
gible for loans from the World Bank and 
the Asian Development Bank to rebuild the 
country's shattered infrastructure. 

France's Banque Francaise du Com- 
merce Exterieur (BFCE) has organised a 
bridging loan to settle Vietnam's US$145 
million arrears to the IMF, while the French 
Government has promised to contribute 
some US$50 million to help Vietnam settle 
this debt. Italy, Sweden and Australia have 
also pledged assistance. 

While lobbying the international com- 
munity to readmit Hanoi, Paris has also 
called on Vietnam to adopt greater politi- 
cal openness and release its political pris- 
. oners. Danielle Mitterrand, the 
| |? president's wife, and Foreign 
Minister Roland Dumas both 
actively pressed Hanoi in 1991 
to release the dissident writer 
Duong Thu Huong from prison. 

French companies, who have 
been largely absent during the 
rapid economic development in 
other parts of Asia, have 
emerged as the third largest for- 
eign investors in Vietnam, trail- 
ing only Taiwan and Hongkong. 
By the end of December 1992, 
French firms had received 29 li- 
cences worth US$322 million. 
Four of the first six licences au- 
thorising foreign banks to open 
branches in Vietnam were is- 
sued to French institutions — 
BFCE, Banque Indosuez, Banque Nationale 
de Paris and Credit Lyonnais. Societe 
Generale has applied to open the fifth 
French bank branch. 

French banks have played a key role in 
helping Vietnam find new trading partners 
following the collapse of the former Soviet 
Union by offering tacit support to letters- 
of-credit from Vietnamese banks for im- 
ports from Singapore, Hongkong and other 
non-communist sources. 

French trading houses — which helped 
find markets for Vietnamese rice and agri- 
cultural exports in the late 1980s — are 
now facing increasing competition from 
Asian firms. Although two-way trade in 
1992 rose to Ffr 1.3 billion, French firms are 
gradually losing their former market share 
to companies from Singapore, Japan, South 
Korea and Taiwan, all of whom are buying 
increasing quantities of Vietnam’s oil, coal, 
rice and seafood. " 
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DIPLOMACY 


Sabah 
side-step 
Ramos, Mahathir ease 
territorial deadlock 





By Michael Vatikiotis in Kuala Lumpur and 


Rigoberto Tiglao in Manila 
B Philippines to make a state visit to 
Malaysia since 1968, Fidel Ramos 
demonstrated that he was a statesman. 
However, by discussing the 30-year-old 
claim the Philippines lays to the East Ma- 
laysian state of Sabah, he may have 
broached an issue that diplomacy alone 
cannot resolve. 

The landmark 27-30 Janu- 
ary visit was made possible 
after months of delicate 
groundwork by both sides. 
Parties to the one remaining 
troubled bilateral relationship 
in Asean, Malaysia and the 
Philippines have been at log- 
gerheads over Manila’s claim 
to Sabah ever since the terri- 
tory was incorporated as part 
of Malaysia in 1963. 

Diplomatic sources say 
moves to break the deadlock 
and normalise bilateral ties 
began under Ramos’ pre- 
decessor, Corazon Aquino. 

The breakthrough came 
when Ramos and Malaysian Prime Minis- 
ter Datuk Seri Mahathir Mohamad reached 
what a Philippines official source described 
as “a new understanding” when they met 
in Brunei for the sultan’s Silver Jubilee last 
October. 

The elements of this understanding be- 
came clear after the first day of substantive 
talks between the two sides. A Philippine 
statement said that both leaders had agreed 
to establish a joint commission to act as a 
framework for expanded regional ties and 
to settle outstanding problems. 

More controversially, both sides agreed 
to set up “extension offices” of their respec- 
tive embassies: the Philippines in Sabah, 
Malaysia in Mindanao. Asked whether this 
meant Manila was recognising Sabah’s sta- 
tus as part of Malaysia, a senior Philippine 
Foreign Ministry official said the term “ex- 
tension office” was used deliberately to 
“avoid legal and diplomatic complications 
that establishing a consulate would entail.” 

Clarifying the move for the REVIEW, 
Philippine Foreign Secretary Roberto 
Romulo said: “We do not envision [the ex- 





y becoming the first president of the 
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Ramos attempts to normalise Malaysian ties. 


tension office] issuing visas or passports; it 
will just receive and pass on requests to 
our embassy in Kuala Lumpur.” At a press 
conference in Kuala Lumpur, Ramos de- 
nied that this and other moves amount to a 
relaxed stand on the Sabah claim. “We 
agreed that the solution will be a long, step- 
by-step process,” Ramos said. 

While the Sabah issue is no longer be- 
ing actively pursued in the Philippines, 
Ramos could still find it hard to renounce 
the claim formally. The country’s territo- 
rial boundaries do not include Sabah. But a 
1968 law includes a categorical provision 
that stipulates that this is “without preju- 
dice” to the Philippine claim over the terri- 
tory. Aquino had lobbied unsuccessfully 
for new legislation that would include a de 
facto dropping of the claim. 

Philippine experts on international law 
such as Senator Arturo Tolentino contend 
that the country has a strong case for claim- 
ing Sabah. However, direct interest in the 
claim is confined to Muslim groups in the 





south, including descendants of the sultan 
of Sulu, who have been marginalised from 
the mainstream of political power. 

While the claim remains formally on the 
table, both sides have much to gain from 
normalising relations. The Malaysian Gov- 
ernment wants to see tighter control over 
the large numbers of illegal immigrants 
entering Sabah from the Philippines. Ma- 
nila sees opportunities for regional eco- 
nomic spin-offs. Part of the joint commis- 
sion’s brief will be to explore the possibi- 
lity of a “growth triangle” in the area. 
Ramos told a gathering of Malaysian ex- 
ecutives that “one such growth triangle 
could be Mindanao, Sulawesi and Sabah.” 

Diplomatic observers say the benefits 
Kuala Lumpur may derive from the Ramos 
visit lie in commercial arenas. Several joint 
ventures were signed between firms from 
both countries during the visit. Conspicu- 


| By Suhaini Aznam in Jakarta $ 
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Living 
down Dili 


Jakarta burnishes image 
on human-rights 





ndonesia is making a big effort to 
I polish its tarnished image on human 
rights, with President Suharto himself 
getting in on the act. 

On 26-28 January, Jakarta hosted a UN 
human-rights workshop, at which Suharto 
ordered the formation of a national hu- 
man-rights body. The structure and duties 
of this body have not yet been decided, but 
it will be among only a handful in Asia. 

The moves represent a marked depar- 
ture from just a few years ago, when the 
term "human rights" was anathema to the 


| Indonesian Government. Moreover, the 


moves appear aimed at wiping out the blot 
on Indonesia’s image after army troops 


| killed 50 pro-separatist demonstrators and 
| wounded 90 others in Dili, East Timor, in 
| November 1991. The workshop originally 


had been scheduled for that month but was 
postponed following the killings. 

By holding the workshop now, Indone- 
sia managed to regain some credibility and 
placed some distance between its present 
efforts and the Dili massacre. Indonesia 


| regularly has been accused of human- 


rights violations, and Amnesty Interna- 
tional still considers its record unsatisfac- 


| tory. Amnesty research officer Geoffrey 


ous was the interest shown by Malaysia's | 


Hong Leong Group, which signed no less 
than four agreements, with investments 
totalling M$18.3 million (US$7 million), 
with four Philippine firms. a 
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Robinson pointed to a pattern of unlawful 
killings, disappearances and torture, par- 
ticularly in Aceh, North Sumatra and East 
Timor. Robinson was allowed into Indone- 
sia, as an observer at the meeting, for the 
first time in 15 years. 

Coinciding with the meeting, Indone- 
sia’s Legal Aid Institute published, the or- 
ganisation’s 1992 review of Indonesia’s 
human-rights performance. “The govern- 
ment is the major human-rights violator,” 
said the chairman of the pro-bono lawyers’ 
group, Abdul Hakim Nusantara. “We 
don’t reject a strong state. What’s wrong is 
that a strong state is no longer controllable 
by its people because there is no balance of 
power.” 

For his part, Suharto took industrialised 
countries to task for using human-rights 
records as criteria for aid. “This kind of 
pressure is particularly ironic if it is ap- 
plied by former colonisers on developing 
countries which are striving to regain their 


| self-esteem as a consequence of colonial- 


ism,” the president said. m 
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CHINA 
Peking's gesture 


Peking has granted parole to 
jailed dissidents Wang Xizhe 
and Gao Shan, Chinese officials 
informed Western diplomats in 
late January. Wang, 43, from 
Guangdong province, had been 
serving a 14-year prison 
sentence since 1982 for his part 
in the 1979 Democracy Wall 
movement. Gao, 37, was a 
deputy director of the 
communist party's research 
office on political reform and 
adviser to disgraced party 
leader Zhao Ziyang. He was 
arrested in June 1989 for 
opposing the imposition of 
martial law before the 
Tiananmen massacre. Both 
cases had been raised by US 
Government officials and the 
release of the dissidents is seen 
as a conciliatory gesture 
towards the new Clinton 
administration. 


Chavalit blames extremists. 


THAILAND 


Bomb suspects 


Interior Minister Chavalit 
Yongchaiyut has blamed a 
rightwing movement for two 
recent bomb attacks in 
Thailand. In an interview with 
The Nation newspaper on 2 
February, Chavalit said the 
movement, which he described 
as "extensive," comprised 
disgruntled military personnel 
and civilians. He said 
authorities were monitoring 
the movement. 
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BRIEFING 


INDONESIA 
Timor rebel's trial 


East Timor guerilla leader Jose 
Alexandre Gusmao, 46, better 
known as Xanana, was 
charged on 1 February with 
crimes ranging from 

rebellion and conspiring to 
set up an independent state 
of East Timor to possession 
of firearms — the last 
carrying a maximum penalty 
of death. The alleged 

offences date as far back as 
1976, when Gusmao's 
separatist movement, 

Fretilin, began its fight 
against the Indonesian 
annexation of the former 
Portuguese colony. 





TAIWAN 
Submarine veto 


Germany's Federal Security 
Council decided on 28 January 
to refuse the sale of 
submarines to Taiwan. The 
council turned down the 
proposed sale of 10 
submarines and 10 frigates out 
of fear of Chinese trade and 
economic reprisals, according 
to German press reports. The 
decision comes less than two 
months after Peking, in 
retaliation for Paris' approval 
of the sale of 60 Mirage 2000-5 
warplanes to Taiwan, ordered 
the French consulate in Canton 
to close and also refused to 
allow French firms to bid for 
mass transit construction 
contracts in Canton. 


Flag furore 


Taiwan's Foreign Ministry has 
protested South Korea's 
attempt to prohibit the flying 
of the flag of the Republic of 
China by pro-Taiwan groups 
in Seoul. The ministry said 
that the prohibition could 
jeopardise any future 
relationship which has yet to 
be negotiated following 
Seoul's 1992 decision to break 
official ties with Taipei in 
favour of relations with 
Peking. Two pro-Taiwan 
organisations had been flying 
Taiwan's flag from their 
buildings in Seoul within sight 


of the Chinese Embassy, 
which will soon be occupied 
by diplomats from Peking. 





MALAYSIA 

Defence tie-up 

Malaysia has signed a 
memorandum of 
understanding with India on 
defence cooperation. Indian 
Defence Minister Sharad 
Pawar was in Kuala Lumpur 
to sign the memorandum 
which, among other things, 
would enhance logistical and 
technical support for the 
Malaysian air force. Not only 
does the memorandum mark 
the first significant tie-up 
between India and an Asean 
country in the defence arena, it 
could also signal Malaysia's 
intention to purchase Russian 
MiG29 aircraft — since India is 
a major operator and 
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Gusmao faces East Timor rebellion charges. 
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manufacturer of the same 
aircraft. 





NORTH KOREA 
Nuclear deadlock 


A stand-off between North 
Korea and the International 
Atomic Energy Agency over 
the country's refusal to allow 
nuclear waste site inspections 
could lead to the agency 
asking the UN Security 
Council to take up the matter. 
Agency inspectors in North 
Korea in early February were 
told that the refusal to allow 
inspection of two sites in 
Yongbyon is tied to planned 
US military exercises with 
South Korea. 





VIETNAM 
Aids test 


The Vietnamese Government 
has decreed that foreigners 
registering to live in the 
country for more than three 
months will be required to 
take tests for HIV, the virus 
that causes Aids. The 
government also decreed that 
other "suspected objects," 
including prostitutes, drug 
addicts, prisoners, 
homosexuals and blood 
donors, would be required to 
take the tests. Fifteen 
Vietnamese and 71 foreigners, 
from some 140,000 people 
tested in the country, have 
been found to have the HIV 
virus. 
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UNITED STATES 


Telltale titles 


New defence job worries Asian diplomats 


By Susumu Awanohara and 
Melana Zyla in Washington 


rue to his reputation as an activist, 

Defence Secretary Les Aspin has set 

in motion a sweeping restructuring 
at his department to streamline its chain of 
command and, apparently, to make it a key 
player in US foreign policy. Of particular 
interest to Asian diplomats is the new post 
of assistant secretary of defence for democ- 
racy and human rights, which reportedly 
will be filled by the noted civil libertarian, 
Morton Halperin. 

Asians see the creation of the post as 
yet another indication that President Bill 
Clinton’s administration will intervene in 
the internal affairs of other countries. But 
according to some US officials, the new 
Pentagon job was an unwelcome surprise, 
complicating rather than rationalising the 
framework to determine how the 
US should pursue the objective of 
promoting democracy and human 
rights worldwide. 

Aspin’s key innovation is re- 
placing the offices of international 
security affairs and security policy 
with half a dozen posts handling 
what he describes as new security 
concerns of the post-Cold War 
period. These include proliferation 
of nuclear weapons, environmen- 
tal degradation and violation of 
human rights and democratic prin- 
ciples. The six offices will come un- 
der the purview of the under-sec- 
retary of defence for policy for 
which Frank Wisner, ambassador 
to the Philippines and under-sec- 


Halperin, who served in the Defence 
Department and the National Security 
Council (NSC) in the 1960s, is an interna- 
tional relations scholar and headed the 
American Civil Liberties Union office in 
Washington in 1984-92. In 1991-92, he led a 
study project — organised by the Carnegie 
Endowment for International Peace — оп 
the tension between national sovereignty 
and self-determination movements in the 
post-Cold War world. 

In a 1992 report on this project, Halperin 
and his co-author said that in most self- 
determination crises “US policy should en- 
courage the preservation of an existing 
state.” But “if the US decides that a self- 
determination claim is justified, Washing- 
ton should urge reforms necessary to cre- 
ate a constitutional democracy that accom- 
modates the claim or join with other gov- 
ernments in supporting a self-determina- 








retary of state during the Bush ad- 
ministration, has been nominated. 








Aspin, with Clinton, moves on the Pentagon. 


WHY THE HYATIS 
STAY AT RENAISSANCE. 


"We found that our suite came with every 
amenity which we could possibly want. 
Also, the hotel staff went out of their way 
to make us feel welcome and comfortable. 
Renaissance is superb. The entire family 
enjoyed their stay." 





tion movement seeking separate state- 
hood." 

Such a stance could be potentially dis- 
turbing to many Asian countries that the 
report identifies as having “self-determina- 
tion movements." Although the report's 
main focus is on the former Soviet Union 
and the Balkans, it also lists large numbers 
of self-determination movements for China 
(n Hongkong, Inner Mongolia, Taiwan, 
Tibet and Xinjiang), India (Assam, 
Manipur, Nagaland, Punjab and Jammu- 
Kashmir) and Indonesia (Aceh, East Timor 
and Irian Jaya). 

It is assumed that Halperin will advise 
Aspin on when and how the US should 
use force to promote democracy or hu- 
manitarian causes. Ellen Frost of the Insti- 
tute for International Economics, who 
knows Halperin, feels Asians need not 
worry excessively. “Halperin is very so- 
phisticated, not preachy or heavyhanded,” 
she says. 

Zalmay Khalilzad, a senior defence offi- 
cial under the Bush administration, specu- 
lates that the creation of the democracy of- 
fice at the Pentagon may simply mean that 
US military training of foreigners will fo- 
cus on promoting civilian control of the 
military and discouraging military inter- 
vention in civilian politics. 

Many observers feel it is too 
early to judge Halperin's job, or 
Aspin's restructuring plan gener- 
ally. “АП we have are the job titles, 
not the job descriptions," Joseph 
Harned of the Atlantic Council 
says. But many also agree that 
Aspin's reorganisation could rep- 
resent his attempt at a power grab. 
“Aspin is very obviously trying to 
compete" with the State Depart- 
ment and the Nsc, a State Depart- 
ment official commented. The 
State Department is creating a new 
post of under-secretary for global 
issues, including the environment, 
terrorism, democracy and human 
rights. The NSC has an official in 
charge of human rights, humani- 
tarian and refugee affairs. н 
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THAILAND 


Murder mysteries 


Saudis press Bangkok to produce results — or else 


By Rodney Tasker in Bangkok 
() ne largely unspoken truism in Thai- 
land is that, despite the traditional 
smiles and courtesy, most Thais do 
not really like foreigners. And Arabs are 
near the bottom of their list. So the callous- 
ness with which Thai authorities have 
treated investigations into the murders of 
four Saudi diplomats and a Saudi business- 
man has come as little surprise to foreign 
Observers in Bangkok. 

But now the four-year murder case, 
coupled with the theft of Baht 500 million 
(US$19.6 million) in jewellery from a Saudi 
prince by a Thai, is bringing relations to a 
head. The Saudi government is putting 
fresh pressure on Bangkok for action, with 
an implied threat of a possible closure of 
the Saudi Embassy if Thai officials do not 
come clean on the issue. 

Unlike its predecessors, the new Thai 
Government headed by Prime Minister 
Chuan Leekpai is taking the matter seri- 
ously. After Riyadh recently asked for re- 
sults in the cases Chuan and Interior Min- 
ister Chavalit Yongchaiyut weighed into a 
police force long held in low esteem be- 
cause of its inefficiency and corruption. 

As Saudi and domestic political pres- 
sure mounted, Chuan on 31 January gave 
police commanders two weeks to show re- 
sults in the various investigations. He had 
earlier criticised the police force, and its 
chief Gen. Sawat Amornvivat, for contin- 
ued inefficiency despite increases in fund- 
ing and manpower. 

Тһе Saudi saga has already brought bi- 
lateral relations to an all-time low. A senior 
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Thai Foreign Ministry official admitted: "It's 
not open hostility — relations are just cool." 
After the last murders, in 1990, Riyadh 
stopped issuing visas to prospective Thai 
workers, and re-entry visas to those already 
there. Consequently the number of Thais 
working in labour-starved Saudi Arabia has 
plummeted from as many as 300,000 to a 
current 20,000, with Riyadh turning to the 
Philippines to take up the slack. 

Riyadh has also advised its nationals 
not to go to Thailand, so that the number 
of Saudi visitors to Bangkok dropped from 
80,000 in 1988-89 to barely 2,000 in 1992, 
according to the Tourist Authority. 

The first murder of a Saudi diplomat 
occurred in Bangkok in 1989. Then in Feb- 
ruary 1990 three more Saudi consular offi- 
cials were gunned down in Bangkok 
streets. Later the same month a Saudi busi- 
nessman, Mohammed al-Ruwaili, known 
to be close to the ruling royal family in 
Riyadh, was kidnapped and is now pre- 
sumed to have been murdered too. 

Thai police investigators initially 
claimed the murders were the result of con- 
flicts over visas for overseas Thai workers, 
but then later blamed involvement in drug 
trafficking, smuggling and even a ring of 
gangsters preying on Saudi tourists. What- 
ever the motives, the Saudis evidently sus- 
pected some police culpability, and the 
number of Saudi diplomats in the embassy 
was cut from 14 to a current four. 

Also in 1990 a Thai was sentenced to 
five years' jail for stealing jewellery the pre- 
vious year from the palace of Prince Faisal 
Fahad Abdulaziz, where he worked, in 
Saudi Arabia. But the prince later made an 
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official complaint to then Thai prime min- 
ister Chatichai Choonhavan that only 3096 
of the jewellery recovered by Thai police 
had been returned to him, with some fakes 
thrown in. It is now known that the letter 
of complaint, together with a video tape 
and photographs, took three years to be 
passed on from the prime minister's office 
to police investigators. 

The Saudis are clearly losing patience, 
despite the fact that Chavalit has set up a 
special investigation and is pressing police 
chief Sawat to wrap up the case. "The Thais 
want to shout in the face of the Saudis,” 
Saudi Charge d'Affaires Mohammed Said 
Khoja complained in an interview with the 
REVIEW. "It's their own country and they 
can do whatever they like." 

Khoja did not confirm that he was seek- 
ing to close down his embassy, but he 
asked: "If I don't feel safe in your house, 
should I stay in your house? If I don't 
know my enemies, how can I stay?" His 
statements reflected the low regard in 
which Saudis, in turn, hold the Thais, par- 
ticularly when he added sardonically that 
the other three Saudi diplomats apart from 
himself remained in Bangkok "because 
they want to be killed." 

Thai police would not say whether busi- 
nessman al-Ruwaili was alive or dead, or 
whom they suspected of kidnapping him, 
Khoja said. A team of Saudis have made 
their own investigation into the case, and 
are believed to have given the Thai gov- 
ernment a list of police suspects in the kid- 
napping. "We know" the murderers, Khoja 
said, "but we are waiting for the Thais to 
tell us. l'm expecting the democratic gov- 
ernment to solve this problem — Prime 
Minister Chuan is a good man," he said. 

Sawat, under obvious pressure from 
Chavalit, has announced that a police colo- 
nel who was earlier involved in the inves- 
tigation into the murders of the last three 
Saudi diplomats is himself now being in- 
vestigated in connection with the murder 
of the Saudi businessman. Other senior 
police officers involved in the cases have 
indulged in an unseemly slanging match. 

Police Lieut-Gen. Chalor Kerdthet, 
whose team arrested the Thai jewellery 
thief, has since been accused of involve- 
ment in the disappearance of the gems. He 
has denied this, claiming to have been 
framed by other senior police officers. One 
of these is Central Investigation Bureau 
commander Lieut-Gen. Thanu Homhuan, 
at the centre of the current investigation. 

Khoja has said that if the police cannot 
produce suspects they should admit it pub- 
licly, instead of prolonging the saga. As the 
Foreign Ministry official pointed out: “I 
think it will be difficult for the police to 
find new evidence after three years." But 
many observers think that if the police are 
serious in trying to produce results in all 
the cases, they should look more closely 
into their own ranks. īa 
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Mainlanders adrift 


Premier's resignation weakens KMT's China faction 





By Julian Baum in Taipei | 





memory of the founding fathers of the 
Republic of China, lawmaker Yu Mok- 
ming's spontaneous remarks to several 
thousand retired soldiers and civil servants 
sounded like a eulogy for the ruling party. 

"Sun Yat-sen and the two Chiangs will 
always remain in our thoughts and we will 
follow in their footsteps," Yu told flag-wav- 
ing demonstrators in front of the Legisla- 
tive Yuan on 31 January. Yu was referring 
to the founder of the Kuomintang (KMT) 
and to Gen. Chiang Kai-shek and his son, 
Chiang Ching-kuo, who ruled Taiwan 
from 1949-88. 

The marchers had taken to the streets 
for the third time in as many weeks to sup- 
port Premier Hau Pei-tsun, who had an- 
nounced plans to step down the day be- 
fore, and to call for the resignation of Presi- 
dent Lee Teng-hui. Some demonstrators 
held up portraits of Sun and the two 
Chiangs, whose faces decorate the walls of 
offices and schools everywhere on Taiwan 
but whose memory is rapidly fading. 

While not all of those present may have 
realised it, Hau's departure marks a his- 
toric setback for the attempt of the KMT’s 
mainland wing to maintain its edge against 
the increasingly powerful Taiwanese ma- 
jority. The result could be to make unifica- 
tion with the mainland a more distant 
prospect than ever — even if formal inde- 
pendence for Taiwan is also not on the 
cards. 

Yu described his faction in the legisla- 
ture, the New KMT Alliance, as the only 
true successor to the original KMT founded 
by Sun Yat-sen. The majority Taiwanese 
wing was a "mutation," he said, giving 
public expression to what many KMT con- 
servatives have said privately. Yu com- 
mented that Hau was stepping down not 
because of his health or any doubts about 
his competence, but because of personal 
differences with the president. 

While the resignation of Hau has re- 
duced tensions inside the ruling party, the 
power struggle leading up to his departure 
left many members of the party's pro- 
China wing feeling isolated. During his 32 
months in office, the controversial premier 
offered hope that the government could 
keep to a course set many decades ago, 
which included staunch opposition to in- 
dependence and the goal of eventual unifi- 
cation of Taiwan with China. 

Now those purposes seem more remote 


I: emotional tones that invoked the 
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than ever as President Lee Teng-hui, a na- 
tive-born Taiwanese who assumed the 
presidency five years ago, asserts control 
over key government and party posts. De- 
spite an impressive performance by their 
candidates in last December's legislative 
elections, the mainlanders and their pro- 
China ideology appear in retreat. 
Although Hau's appointment as pre- 
mier began with violent street protests in 
May 1990, he gained broad public support 
for his concern about social order, an am- 
bitious six-year national development plan, 
and his unflinching leadership style. His 
term of office was marked by unrelenting 
attacks from the opposition Democratic 
Progressive Party (DPP) on his anti-inde- 
pendence views; supporters say those at- 
tacks added to his determination to retire. 
Hau announced on 30 January that he 





Pro-KMT demonstrators support Hau. 


was stepping down with the rest of the 
Cabinet "in accordance with proper proce- 
dure" following elections last year to the 
national assembly. Only a week earlier, in 
an apparent bid to block the appointment 
of a successor of whom he disapproved, 
Hau had said that he would stay in his job. 

Hau apparently hoped to exploit ambi- 
guities in the constitution, which does not 
explicitly require a change of government 
following legislative elections. KMT mem- 
bers say he later realised he did not have 
sufficient support in the party or in the cen- 
tral standing committee to which he sub- 
mitted his resignation. 

Hau reportedly has recommended that 
Judicial Yuan president Lin Yang-kang be 
appointed in his place and that the former 
governor of Taiwan, Chiu Chuang-huan, 
be appointed as KMT secretary-general. 
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Despite their Taiwanese origins, neither 
man is favoured by the president since 
they have both been identified with the 
pro-China wing of the party. 

Lin has played a highly visible role in 
recent weeks, selectively revealing news of 
the latest positions of the two sides in the 
dispute while making clear that he was 
available for the premiership. He said that 
Hau's resignation would help end the 
stalemate in the party. 

For many of Lee's supporters, Hau's 
removal shows that the president is achiev- 
ing his goal of eliminating powerful main- 
landers from key posts and reforming the 
structure of power. "Many Taiwanese be- 
lieve that Lee has been surrounded by 
mainlanders who have constrained his ac- 
tions," said Wang Jenn-hwan, a political so- 
ciologist at Tunghai University. "They 
think that if he can move aside those main- 
landers who have power, he will be free to 
transform the party and the government to 
become democratic." 

Despite Hau's willingness to step down, 
some observers say Lee may yet have to 
compromise and back off from promoting 
his preferred candidate, provincial gover- 
nor Lien Chan, to the premiership. After 
many months of specu- 
lation, Lien declared his 
interest publicly for the 
first time on 1 February, 
saying that he was will- 
ing to serve. 

"All the important 
decisions Lee has made 
as president have been 
the result of compro- 
mise," said Chiu Yi-ren, 
deputy secretary-general 
of the opposition DPP. 
Chiu said Lee still may 
not have a free hand to 
re-arrange the cabinet, 
though he appears con- 
fident he can do so. 

Hau's supporters as- 
sess Lee's position differ- 
ently. "Lee has decided that this is the 
time to have a showdown and to demon- 
strate his leadership," said a member of 
the KMT's central committee. "Why should 
he compromise? He is strongly backed by 
the US and he is politically safe as long as 
he can't be removed by the National As- 
sembly, which is dominated by his sup- 
porters." 

Whether Lee appoints a compromise 
choice as premier, KMT members say the 
power struggle is not over. The next im- 
portant hurdle will be the party's 14th con- 
gress this summer. "The next showdown 
will centre on amending the party charter 
and establishing the post of vice-chairman 
position at the party congress," said the 
central committee member. "If Hau wants 
to achieve a ‘mission impossible, he'll have 
to grab the vice-chairmanship." и 
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INDIA 


Roubles for Rao 


Russian president strengthens his Indian connection 


By Rita Manchanda in New Delhi 





o, not Soviet — Russian!" President 

Boris Yeltsin's shrill voice pulled up 

a journalist who had unthinkingly 
slipped back into using the obsolete term 
"Soviet." In a sense, the exchange summed 
up Yeltsin's effort to steer the Indo-Soviet 
relationship forged during the Cold War 
towards a new era of cooperation between 
India and non-superpower Russia in a new 
world order. 

Significantly, Yeltsin's 27-29 January 
visit to New Delhi also unveiled Moscow's 
new Asian policy. Mindful of criticism that 
Moscow had been preoccupied with the 
West — mainly the US and Europe — for 
more than a year, he pointed 
out that Russia was now look- 
ing to the East. 

Yeltsin, who in recent 
months has also visited China 
and South Korea, told the In- 
dian parliament that the visits 
were evidence of Russia — a 
Euro-Asian power — wanting 
to maintain a balance between 
the West and the East. He even 
went on to envisage the pros- 
pect of India, China and Russia 
forming the nexus of stability in 
Asia. A "purposeful Asian 
policy” was not possible with- 
out India, he told his hosts in 
New Delhi. 

In the bilateral sphere, 
Yeltsin also made good the 
promise that India's "special 
place" in Russian foreign policy would 
continue. The two sides signed no less than 
10 agreements during Yeltsin's two-day 
visit. The most important ones were a new 
Treaty of Peace and Friendship, an agree- 
ment on defence cooperation and one on 
India's rouble-denominated debts. 

Although an anachronism from the 
Cold War days, the 1971 Indo-Soviet 
Treaty of Peace and Friendship was 
viewed as the bedrock of the special rela- 
tionship between New Delhi and Moscow. 
Concluded on the eve of India's interven- 
tion in East Pakistan which gave birth to 
an independent Bangladesh, the treaty's 
security clauses had assured Soviet support 
to India in the event of an attack. In the 
revised treaty the security clauses have 
been dropped because they were seen as a 
throwback to an "allied relationship" di- 
rected against a third country, Yeltsin ex- 
plained. But if the formal underpinnings of 
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support were now history, Yeltsin made 
up for it by his forthright support of India 
on Kashmir — perhaps the most vital se- 
curity problem for New Delhi. Backing the 
stand that Kashmir was an integral part of 
India, Yeltsin added that "truth was on the 
side of India." 

When it came to what Moscow would 
do in the event of an actual Indo-Pakistan 
conflict, Yeltsin prevaricated. However, he 
refused to concede that a security relation- 
ship was no longer thought relevant and 
held up instead the agreement on defence 
cooperation. 

The theme of Yeltsin's visit was to build 
upon past ties as much as to look beyond 
the Cold War security paradigm which had 





Yeltsin and Narasimha Rao build upon 'special' ties. 


defined Indo-Soviet relations. Nowhere 
was continuity in policy more anxiously 
hoped for than in the defence sector. 

India depends on the successor states of 
the Soviet Union for 70% of its weapons 
requirements. Over the past three years, 
problems over fixing the rupee-rouble ex- 
change rate had choked off supplies of de- 
fence spares. 

The new defence cooperation agree- 
ment guarantees the supply of weapons 
and spares. Payments will be made in hard 
currency but the cost of defence equipment 
will also for the first time be scrutinised by 
India. Russian arms manufacturers are in- 
dependently pushing to increase their sales 
on the assumption that payments will be 
made in hard currency. While arms and 
spares will be available, the Indians could 
have a difficult time in negotiating the 
prices. 

Indo-Soviet joint ventures and licensed 
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production of defence equipment for ex- 
port to third countries have also been pro- 
posed. Even before Yeltsin's arrival repre- 
sentatives from aircraft-maker Tupolev had 
come to India to seek collaboration with the 
public sector Hindustan Aeronautics Ltd 
for the production and marketing of the 
Tu204 airliner with a Rolls Royce engine. 

Yeltsin assured India that he will go 
ahead with the sale of cryogenic engines 
for India's space programme despite 
Washington's objections. Apart from meet- 
ing the contractual obligation of the deal, 
Moscow is keen on bagging a share of the 
international space market on a commer- 
cial basis. 

Indian political observers see the agree- 
ment on defence cooperation and the po- 
litical understanding on Kashmir as a 
trade-off for Indian flexibility on the ques- 
tion of what exchange rate to use for the 
repayment of India's outstanding rouble- 
denominated debt to Moscow. 

Mainly as a result of large-scale defence 
purchases, India has over the years accu- 
mulated a debt of КЫ 9.87 billion — now 
worth a mere US$20 million on 
the world markets — to be paid 
for Indian goods. The question 
of how to value the rouble in 
terms of Indian rupees had 
been a major irritant for the two 
sides. Rupee-rouble barter trade 
began long before the free fall 
of the rouble in the past couple 
of years. In the event, a com- 
promise formula was agreed 
upon during Yeltsin's visit un- 
der which India's debt servic- 
ing burden would be reduced, 
but not as much as India had 
hoped. The debt has been di- 
vided into two parts. The first 
part, about 63% of the debt, is 
to be repaid over the next 12 
years at a 2.4% interest rate us- 
ing the 1990 exchange rate of 
КЫ 1:Rs 19.9. The remaining 37% of the 
principal is repayable over 45 years with 
no interest and at the January 1992 ex- 
change rate of Rbl 1:Rs 3.1. 

The resolution of the debt issue has 
been described officially as a “fair settle- 
ment.” However, India’s leading economic 
dailies have been very critical of the deal. 
Commentators said nostalgia about the old 
“special relationship” had been allowed to 
colour what should have been a pragmatic 
response determined by the market reali- 
ties of Russia today. They have lashed out 
at the government for agreeing to fix the 
rupee at 19.9 to a rouble when one rupee is 
worth 19 roubles on the open market to- 
day. But if the economists are critical, ex- 
porters are jubilant as repayment for past 
debts will be in Indian goods. Future trade 
will be free of earlier constraints and is ex- 
pected to climb from US$1.5 billion last 
year to at least US$3 billion by 1994. и 
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Mahathir's standoff with the sultans is couched in constitutional terms. 


MALAYSIA 


Democracy games 


Prime Minister Mahathir wants to limit the power and privileges of the 
country's hereditary rulers, but some Malaysians fear the executive is 


itself becoming too powerful. 


By Michael Vatikiotis and Doug Tsuruoka 
in Kuala Lumpur 


The lights in the hotel 
ballroom dim and the 
curtains part to reveal a 
tableau of children. Be- 
hind them, a lone singer 
with an electric guitar 
ots ‘a! starts to sing: "We аге 
building one nation — the Malaysian Na- 
tion . . .” Dressed in plain red costumes, 
the children dance, their steps modelled on 
Western classical ballet, to the folksy 
melody “Towards Vision 2020.” 
Afterwards, a compere introduces the 
Prime Minister Datuk Seri Dr Mahathir 
Mohamad as “a leader of intellect, and 
pragmatism with the ability to translate 
ideas into reality.” Strolling casually to the 
podium, Mahathir briefly talks about Vi- 
sion 2020 — his vision of Malaysia 27 years 
from now. “Everyone has in him the desire 
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to become a citizen of a nation which is 
respected . . . all it needs is someone to 
enunciate it,” he says. 

The scene says much about Mahathir, a 
leader who believes he knows best what 
his people need. Not many national lead- 
ers are so sure of themselves. Indeed, 1993 
has begun as many expect it to continue: 
with a trial of strength between Mahathir 
and the society he seeks to mould into his 
vision of modernity. 

Mahathir’s enunciation of Vision 2020 
in February 1991 hinted at major changes 
in Malaysian society. “Malaysia should not 
be developed only in the economic sense,” 
he said. “It must be a nation that is fully 
developed along all dimensions: economi- 
cally, politically, socially, spiritually, psy- 
chologically and culturally.” 

What about more democracy? ask some 
Malaysians. The question arises because 
Mahathir appears to be chipping away at 
institutions that notionally check his execu- 
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tive power. In the past decade, his govern- 
ment has made changes to the constitution, 
curbing the power of the king, the judici- 
ary and the press. “I have yet to come 
across any amendments which broaden 
democracy. Instead, legislation has. gradu- 
ally curtailed freedom of speech and infor- 
mation,” asserts lawyer Datuk Param 
Cumaraswamy. 

On the face of it, Mahathir’s attempt to 
deprive Malaysia’s nine hereditary rulers 
of their legal immunity looks like a move 
to modernise an anachronistic institution. 
Amendments to the constitution tabled in 
parliament in mid-January are being pre- 
sented as a move to broaden democracy 
by enhancing the accountability of the sul- 
tans to the law, parliament and the people. 

As it stands now, the rulers have strict 
legal immunity, meaning that they cannot 
be brought to court on any charge — civil 
or criminal. The opportunity to challenge 
this privilege arose when at the end of 
November last year, the Sultan of Johor al- 
legedly assaulted a school hockey coach. 

While most Malaysians welcome re- 
form of the monarchy, some ask what the 
outcome will mean for the future of de- 
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mocracy. Is Mahathir really clearing away 
the cobwebs of a feudal past or is he mak- 
ing way for a more absolute form of execu- 
tive power? "The kind of power and hys- 
terical public opinion which has been 
whipped up against one institution is a 
worrying precedent," says a young Malay 
professional. “Nothing is safe from deci- 
sions of the executive. That's what worries 
me." 

This concern takes on added signifi- 
cance as Malaysia enters its fifth year of 
sustained economic growth. For some, a 
stronger economy should encourage 
broader political participation, a diffusion 
rather than concentration of power. And 
what happens in the post-Mahathir era? 
Having expanded the power of the execu- 
tive, will Mahathir leave a legacy of what 
some Western analysts call "hard demo- 
cracy" or "soft dictatorship" for his succes- 
sors to build on? 

Mahathir has been careful to invoke 
democracy in his war with the rulers. "If 
Malaysia wants to become a country that 
practises parliamentary democracy and 
constitutional monarchy, the immunity 
given to rulers needs to be revoked," he 
told parliament in mid-January. 

But some people thought that Malaysia 
already was a parliamentary democracy. 
"Bereft of their immunity . . . the institu- 
tion of constitutional monarchy will cease 
to exist except in name," Malaysia's Bar 
Council declared in an editorial in its pro- 
fessional journal. "If that happens yet an- 
other institution designed to promote the 
system of democratic government envis- 
aged by the constitution will be de- 
stroyed," the editorial said. 

Malaysia inherited its form of democ- 
racy from the British. The political system 
is basically a bicameral parliamentary de- 
mocracy with a king elected from among 
the nine hereditary state rulers as head of 
state. Over the years, however, the domi- 
nance of the United Malays National Or- 
ganisation (Umno) has become institution- 
alised. Political dominance was the com- 
pensation offered to the Malays at inde- 
pendence for their weak economic position 
with respect to the Chinese who, in 1980, 
constituted around 32% of the population 
against the 52% Malay component. 

The weakness of alternative Malay par- 
ties and a concentration of political and 
economic patronage in Umno's hands are 
cited as factors helping to enhance the 
power of the executive, which has always 
been centred on the Umno president. Ma- 
hathir's conspicuous political success — he 
will soon be Malaysia's longest-serving 
prime minister — has highlighted the 
trend. So when he re-shapes other institu- 
tions of government, some suspect that he 
is out to enhance his own power at their 
expense. 

Law Minister Datuk Syed Hamid Albar 
argues that all the government is doing is 
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ensuring "that the constitutional monarchy 
is not misunderstood." The amended con- 
stitution, he told the REVIEW in an inter- 
view, “will definitely improve parliamen- 
tary democracy by enabling the govern- 
ment to provide more accountability for 
acts committed by the rulers." 

Legal experts say the constitution al- 
lows the rulers considerably more latitude 
than in other constitutional monarchies, 
mainly in the West. At present it is against 
the law to criticise any ruler. The king can 
delay government bills for up to 60 days, 
and there is considerable resentment in 
middle-class circles of the perks and privi- 
leges the sultans enjoy. 

But some see Mahathir's latest moves 
as yet another attempt to concentrate 
power, given his handling of other institu- 
tions that notionally check the executive — 
parliament, the judiciary and the press. "In 
the Mahathir lexicon of politics, power has 
to be absolute, and if one takes that seri- 
ously these could be very dangerous ten- 
dencies," says a Malaysian academic. 

The tendencies are hard to pin down; 
Mahathir is fond of saying that he could be 


L — 
Mahathir believes he knows best. 


removed at any time through the ballot 
box. Yet he has found ways to protect his 
leadership of Umno and to maintain his 
coalition's formidable two-thirds majority 
in parliament. 

Since coming to power in 1981, Maha- 
thir has shown increasing impatience with 
institutional checks and balances on his 
executive power. The reason for this, ar- 
gues Cumaraswamy, is Mahathir's intoler- 
ance of dissent. "He never learned how to 
accept dissent," he says. "To him dissent is 
anti-government.” A former cabinet col- 
league concurs: "If a newspaper criticises 
him, he takes it as an attempt to topple 
him." 

In 1983 Mahathir fought and won a bat- 
tle with the rulers to remove the power of 
royal assent from government legislation, 
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paving the way for the current move. He 
narrowly failed to wrestle the power of 
declaring an emergency away from the 
king. 
In 1987, claiming heightened racial ten- 
sions, he cracked down on the press, tem- 
porarily suspending three newspapers. 
Accompanying the crackdown were 
amendments to the Internal Security Act 
making it harder for detainees to have their 
cases subjected to judicial review. Also 
amended was the Printing Presses and Li- 
censing Act, which now grants publishing 
licences only for a one-year period. 

Since the 1987 crackdown, influence 
over the national press has been main- 
tained less directly. This has been relatively 
easy because the main daily newspapers 
and the only private TV station belong to 
companies linked to parties in the ruling 
coalition. 

"The press is not government-control- 
led," Information Minister Datuk Mo- 
hamed Rahmat said indignantly to a visit- 
ing foreign correspondent recently. When 
asked if "government-influenced" might 
be more appropriate, Rahmat agreed. 
Much of the influence is conveyed through 
direct briefings by Mahathir himself, a 
former cabinet colleague says. In a recent 
discussion with East Asian news editors, 
Mahathir asked: "What's wrong if I ask the 
Malaysian press to criticise America?" 

The judiciary was a persistent thorn in 
his side from the mid-1980s onwards. "He 
was impatient because he felt the judiciary 
was always making judgments against the 
government," says a former Umno politi- 
cian. "In fact, they just made judgments 
period, but he felt they must be loyal to the 
government." 

When the courts looked as if they might 
rule Mahathir's wing of Umno illegal fol- 
lowing a split in the ruling party in 1987, 
the axe fell on the judiciary. In May 1988, 
the king, acting on Mahathir's advice, 
sacked Lord President Tun Salleh Abbas 
for "gross misconduct" and laid similar 
charges against five Supreme Court judges, 
two of whom were subsequently dis- 
missed. Prior to this, the government 
amended the constitution in March 1988, 
restricting the power of the courts as one 
element in the separation of powers. 

These moves against the judiciary 
spread disaffection in the ranks of Malay- 
sia's influential legal profession. Taking a 
stand on the issue, the Bar Council has 
never recognised Tun Salleh Abbas' re- 
placement as Lord President and has con- 
demned the government's actions as an at- 
tack on the judiciary's independence. In 
response, the government accused the Bar 
Council of having “по respect for the judi- 
ciary and the executive arm of govern- 
ment." 

Impatience with checks on executive 
power has gone hand in hand with at- 
tempts to enhance the power of the federal 
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Economic growth is vital for democracy 


Omar, a sewing-machine 
repairman in Kuala 
Lumpur, cringes every- 
time Malaysia holds a 
general election. "The 
campaign workers come 

a} around and pester you 
about your race, religion or what political 
party you belong to. Then they try to fill 
your store window with placards,” he 
complains. 

Omar was so irritated during the last 
national elections in 1990 that he devised a 
way to make the campaigners leave him 
alone. He scrawled the words “Proud to be 
a Malaysian!” across the front of an old T- 
shirt and taped the emblems of 
the five main political parties 
across the back. “I wore the 
shirt at work. That way, if any- 
one came into the store and 
asked me what I was I would 
point to the front of my shirt. 
When they asked who I was 
supporting, I would turn my 
back to show that I was back- 
ing everybody. Then they 
would go away,” he jokes. 

Such impromptu solutions 
to the problems of democratic 
pluralism, however, are not so 
easy when Omar ponders 
whether there will be more or 
less democracy in his country 
in five or 10 years. “I don’t 
know . . . I hope the economy 
holds together,” he worries, 
“for people only get along when they have 
enough to live on.” 

Omar is not alone in these concerns. 
Parallel fears about the state of the 
economy and the outlook for democracy 
have become almost a truism in Malaysia 
since it made the switch from a rapid de- 
veloper to near newly industrialised status 
in the late 1980s. Lee Poh Ping, a professor 
of economics at the University of Malaya, 
sums it up aptly: “For democracy to ad- 
vance, it is necessary to have economic de- 
velopment. You must have a strong mid- 
dle class.” 

But this close identification of demo- 
cracy with prosperity — a theme echoed in 
newer Asian democracies like Taiwan and 
South Korea — is also stirring fears that 
the cause of democratic progress in Malay- 
sia will be set back if the economy lapses 
into a severe recession. The feeling is acute 
since past incidents of racial unrest and 
rollbacks in civil liberties have also coin- 





24 


LX 2 m 
Greater freedom for the press in Malaysia . . 


cided with periods of economic distress. 

But one cannot ignore the fact that in 
real terms, Malaysia's economy grew at an 
average rate of about 8.976 between 1988- 
92. Unemployment was reduced to a negli- 
gible 5.4% of the labour force in 1992. The 
number of bumiputras, or native Malays, 
employed in the professional or manage- 
rial classes rose from 408,000 to 750,000 
between 1985-90. Per capita GNP has also 
jumped from M$5,065 (US$1,953) to 
M$7,403 over the past five years — giving 
Malaysia one of the fastest growing mid- 
dle-classes in the region. 

In human terms, this marks the rise of a 
not only affluent but also well-educated 





ine. 


Malay middle-class, which now forms one 
of the backbones of Prime Minister Datuk 
Seri Mahathir Mohamad's ruling party. 
Privately, at least, an increasing number of 
these younger and more sophisticated 
Malays are starting to question some of the 
government's long-standing curbs on po- 
litical freedom. Says a Malay company 
president in his 40s: "At the very least, the 
press has to be livened up." 

Such democratic progress on the social 
and economic level is taking place despite 
Mahathir's well-publicised attacks on the 
powers of the press, the courts and the sul- 
tans. It remains to be seen if this will lay 
the basis for a future expansion in Malay- 
sia’s democracy. But the very existence of a 
new Malay middle class points to the fact 
that important changes are taking place in 
the fabric of Malaysian society which may 
eventually hasten calls for more political 
freedom — once Mahathir's strong, one- 
man style of leadership fades from the lo- 
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cal scene. 

“Malays are a progressive people,” 
argues Syed Alwi, a noted Malaysian play- 
wright, "There is a saying in Malay that 
one should not live like a frog under a co- 
conut shell. For the Malay middle class, the 
coconut shell has already come off." 

Concrete signs that a shift in thinking is 
taking place are not hard to find. The 
Home Ministry announced last year that 
the government will no longer censor for- 
eign publications sold in the country be- 
cause it believed the Malay middle class 
was sufficiently educated not to be under- 
mined by the views of foreign news me- 
dia. A full-page advertisement by Bank 
Bumiputra, the state-owned Malay bank, 
last year carried the headline "Bank Bumi- 
putra Salutes the New Generation" and 
showed three young professional women, 
a Malay, a Chinese and an Indian all walk- 
ing together on a city street. 

Such appeals to intellectual maturity 
and racial harmony would have been un- 
thinkable during leaner times when the 
government's grip on the 
economy and the various racial 
groups in the country was less 
secure. 

Bank economist R. V. Nava- 
ratnam argues the notion of en- 
suring democratic progress 
through the economy will form 
an essential part of government 
policy for the foreseeable fu- 
ture. He notes that political re- 
forms in Malaysia have tradi- 
tionally been carried out 
through government decree — 
against the tableaux of a devel- 
oping and still relatively back- 
ward society. But the rise of a 
Malay middle class linked to 
Mahathir’s ruling party 
through business or govern- 
ment service has complicated 
the picture. “We are more mature,” says 
Navaratnam, “Change can only be carried 
out under circumstances of affluence.” 

But all pretences of democracy can just 
as quickly fade in Malaysia when there is a 
sudden reversal of economic fortune. This 
took place as recently as 1987 at the end of 
the last recession when unemployment 
was running at about 9.5%. A flap over the 
issue of separate schools and curricula for 
ethnic-Chinese students under the national 
education system developed at this time 
and increased tensions between Malays 
and Chinese. The confrontation caused 
Mahathir to detain over 100 people under 
the Internal Security Act. 

“When the going is good, these things 
can be kept under the lid. But if there is a 
slowdown, an economic depression, things 
can get out of control,” warns opposition 
party leader Lim Kit Siang — one of those 
arrested in Mahathir’s 1987 crackdown. 

The group which stands to lose the 
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Follow фе leader 


Premier's national vision brooks no criticism 


sia’s ethnic-Chinese community. It was 
only because the economy was running in 
top gear in 1991, that Mahathir was able to 
relax some of the harsher affirmative ac- 
tion measures imposed over 20 years ago 
to guarantee the Malays — who form over 
half the national population of 18 million 
— a wider share in the country's wealth. 

Mahathir has also told Malay business- 
men, in view of the new prosperity, to re- 
duce their reliance on government inter- 
vention in the economy and to concentrate 
on developing their entrepreneurial and 
management skills. He is also advocating 
greater competition in the private sector 
where ethnic-Chinese, who formerly domi- 
nated the country's business life, still con- 
trol roughly 40% of all corporate equity in 
the country. 

But the danger that some economic re- 
forms will be rescinded with possible po- 
litical repercussions continues to rankle 
many ethnic-Chinese. The main worry is 
that the Malay-dominated government 
may chose to open ethnic-Chinese family 
enterprises to wider bumiputra participa- 
tion and further reduce their role as inde- 
pendent businessmen in the economy if 
there is a recession. "It is important for the 
government to keep the economy strong," 
notes Tan Kai Hee, the managing director 
of Hai O, a company manufacturing Chi- 
nese herbal medicine. 

Mahathir's supporters declare that such 
fears are groundless because there are no 
signs of a serious slowdown in the coun- 
try's economy anytime soon. The govern- 
ment has forecast that real economic 
growth will push ahead at an average rate 
of 7.596 through the mid-1990s. 

Some even argue that it is the stability 
of the country's democratic institutions 
which has set the stage for the economic 
boom and not vice-versa. "Malaysia is 
proof that democracy is an instrument for 
enhancing the prosperity of the people," 
insists Wan Azmi Wan Hamzah, the presi- 
dent of the Malay Chamber of Commerce. 

But with the international economic 
outlook and its impact on Malaysia less 
than certain in 1993, a sense of unease 
about the future of democracy continues to 
prevail in some quarters. The fears have 
been compounded by a fall-off in manu- 
facturing investment totals for Malaysia in 
1992. Foreign investment in the manufac- 
turing sector grew by a meagre 2% last 
year, while all approved domestic invest- 
ments fell by 33%, according to an official 
announcement on 11 January. There is also 
concern that third and fourth quarter re- 
sults for the economy last year, which have 
yet to be released, will show a disturbing 
slowdown in economic activity. 

None of these indications signals an 
imminent crisis for Malaysia's economy. 
But it does give some pause for thought. 

ш Doug Tsuruoka 
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Tawfik Ismail, a former 
MP, likes to tell of the 
time he was invited to 
the Malaysian prime 
minister's office one day 
in late September 1990. 

" Datuk Seri Mahathir 
Mohamad asked him how he saw his po- 
litical future and Tawfik replied, idealisti- 
cally: "I am here to serve the people and 
the country." 

Mahathir told him he should quit poli- 
tics and go into business — that, not par- 
liament, was the proper place for a bright 
young man like Tawfik. According to 
Tawfik, Mahathir explained that in parlia- 





Razaleigh says Mahathir ikes a crisis. 


ment he wanted only "Red Indians" whose 
job would be to wave the flag and support 
their “chief.” As for his ministers, Tawfik 
recalls Mahathir saying that they were 
there to do what he told them. 
Mahathir's personal style of govern- 
ment has come to the fore in the current 
political crisis over constitutional amend- 
ments to curb the privileges of the sultans, 
or hereditary rulers. As before, when Ma- 
hathir tackled the judiciary and the press, 
his style has been uncompromising, de- 
manding total commitment to his cause. 
“Mahathir demands nothing less than 
blind loyalty," says a former close political 
colleague. “Тһе political culture is simple; 
Mahathir gives the cue and everyone 
jumps on the bandwagon . . . MPs, minis- 
ters, the press, all [are expected to join in] 
to prove they are the most loyal," he said. 
Those who have worked with Mahathir 
claim it is hard to reason with him once his 
mind is set. “There were those who voiced 
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concerns about going after the rulers. They 
said ‘why cause difficulties for the party?’ 
Mahathir replied: ‘nothing in politics is 
easy’,” said a ruling United Malays Na- 
tional Organisation (Umno) insider. 

One of his most bitter opponents, 
former finance minister Tunku Razaleigh 
Hamzah, admits that Mahathir is at his 
best when the going gets tough. “He loves 
crisis, [he] thrives on crisis and confronta- 
tion.” 

“There is something of the political 
streetfighter in him," says a Malaysian aca- 
demic. Brought up the son of a teacher in 
the Kedah state capital of Alor Star, Ma- 
hathir had no real exposure to the more 
sedate rural Malay setting — where set- 
tling disputes by avoiding confrontation is 
the norm. Yet he also draws on some as- 
pects of traditional Malay culture to 
strengthen his leadership. “Тһе Malays are 
basically feudal, if you are a leader they 
believe utterly in what you вау,” said an- 
other of his political opponents. "In itself 
the feudalist inclination of the Malays is 
not damaging. It makes for an orderly, law- 
abiding society," Mahathir wrote in his 
1970 treatise The Malay Dilemma. 

To help guarantee the loyalty he de- 
mands, Mahathir has built Umno into a 
powerful political machine. A series of 
power struggles in the 1980s saw his two 
closest rivals, Datuk Musa Hitam and 
Razaleigh, fall by the wayside. Musa re- 
signed in 1986, and now sits in the wings 
waiting for a chance to come back. 
Razaleigh's splinter party Semangat '46 ini- 
tially won some support when 16 Umno 
MPs joined the rebels after the party split 
in 1987. But ultimately, the power of politi- 
cal patronage vested in the government 
persuaded many to desert the rebel side. 

Mahathir's convincing 1990 general 
election victory appeared to heal rifts in 
the party and relegate Razaleigh's opposi- 
tion alliance to the sidelines. By the time of 
the Umno party assembly in 1992 obser- 
vers felt the recovery was complete. How- 
ever, critics say Umno has been restored to 
health at the expense of democracy within 
the party. 

In the wake of the 1987 split, Mahathir 
strengthened his grip on the Umno presi- 
dency — which leads to the prime minis- 
ter's job — through an amended party con- 
stitution which introduced a system of bo- 
nus votes that militates against successful 
challenges to the party leadership. Helped 
by this firm grip on the party and the gov- 
ernment, observers say, Mahathir feels con- 
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fident enough to pursue his broader goals. | 
"Like [former+Singapore, pyime minister] 
Lee Kuan Yew, Mahathir is'à man of con- 
victions,” says Umno vice-president Datuk 


Seri Sanusi Junid. Among these is the con- | 


viction that Malaysians sHould strive to | 


modernise and rise above those traditions | 


which hold them back. 


In this respect, Mahathir is given credit | 


for bold, even politically risky calls for the | 


Malays to wean themselves away from the 
privileges and protection offered by the 
New Economic Policy and successor pro- 
grammes. One of the more positive impli- 
cations of his Vision 2020 — for Malaysia 
to attain industrialised-nation status — is 
the assumption of greater racial integration 
between the country's Malay, Chinese and 
Indian populations. 

There are also hints of more question- 
able collective goals: “а society . . . in which 
the welfare of the people will revolve not 
around the state or the individual but 
around a strong resilient family system." 


Mahathir seems to advocate a cocktail of | 
Eastern and Western values — what an- | 


thropologist Khoo Kay Jin describes as "the 
need for a new man with new values [cen- 
tred on] hard work and thrift, under firm 
leadership in an ordered hierarchy in which 
all know their place and accept their role." 
Mahathir recently said that his one regret 
was that Malaysians did not work harder. 
Given the entrenched role of patronage, es- 
pecially under the New Economic Policy, 
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Infrastructure aid tightens Peking's control 


By Bertil Lintner i in Bangk к 





| hen Chinese engineers began 
building a new concrete bridge 


over the Shweli River on the 
Sino-Burmese border a year ago, local peo- 
ple dubbed it the "gun bridge" as it was 
seen primarily as a means of funnelling 
arms into Burma. Further, the new bridge 
is seen by some observers as a milestone in 
China's effort to establish more direct con- 
trol over Burma. 

The bridge was finished in October 
1992, and soon began living up to its nick- 
name. Since 1 January, more than 300 
trucks laden with arms and ammunition 
have rumbled through the Chinese border 
town of Ruili and across the Shweli bridge 
into Muse in Burma. Local residents in the 
border areas told the REVIEW that deliver- 
ies in January included light infantry 
weapons, 40 mm rocket launchers, 82 mm 
and 122 mm mortars, 57 mm and 75 mm 
recoilless rifles, several 130 mm multiple 
rocket launchers and spare parts for more 


| than 100 armoured personnel carriers. 


Mahathir's quest for a work ethic might be | 


Malay culture may be prophetic. 


The structure of the Malay community | 
— the largest racial group among the coun- | 


try's 18 million people — has altered, be- 
coming more urban, younger and commer- 
cially oriented. Only 37.6% of Malays are 
now engaged in rural-based activities. 
Only 8% of the total Malay population is 
aged 55 or older. Social commentator 
Chandra Muzaffar argues that this marked 
shift in social and demographic structure 
is fertile ground for Mahathir's "very capi- 
talistic type of modernisation." 

Another view is that no matter how 
self-reliant Umno has become in financial 
terms, its legitimacy remains rooted in 
Malay identity. "The party has always had 
strong links with the rulers," says Chandra. 
This raises the question whether Mahathir, 


; northern Burma's infrastructure. 


by confronting the sultans, is taking for | 


granted Umno’ total support on the issue. 
Many find it hard to believe Mahathir 


is not proceeding according to a well | 


thought out plan. There are also some who 


feel that after over a decade in power, he | 
may be getting over-confident. A Malay | 
proverb relates how even the most nimble | 


of squirrels, hopping from one branch to 
another, will sooner or later slip and fall. 


China and Burma signed a US$1.2-1.4 


unrealistic. But his iconoclastic view of | billion arms deal in October 1989, but less 


than half the equipment ordered had been 
delivered until the new bridge facilitated 
the movement of military traffic across the 
border. Sources now say they expect the 
rest of the equipment to arrive over 
the next three years. 

In January, Lieut-Col Ye Myint, 
deputy commander of the Burmese 
army's Northeastern Command, 
Lieut-Col Than Tin from Burma's 
defence attache's office in Peking 
and Lieut-Col Kyaw Thein from 
military intelligence held a meet- 
ing in Muse with senior Chinese 
military officials. 

Apart from discussing further 
arms deliveries, the Chinese report- 
edly outlined plans for improving 


The World War П-ега Burma Road, 
which connects Lashio in north- 


eastern Burma with China's Yunnan prov- 


ince, is already being upgraded with Chi- 
nese assistance. The Chinese have now 
promised to build three new roads linking 
Yunnan with Burma's northernmost 
Kachin state. A hydro-electric power sta- 
tion could also be built in Kachin state to 


; supply its two main towns of Myitkyina 


hathir has been hopping for a long time | 
| have undergone a fundamental change 


but not fallen yet. ш Michael Vatikiotis 
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As one veteran politician pointed out, Ma- | and Bhamo. 


China's strategic interests in Burma 
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since the 1970s, when Peking's policy was 
directed towards supporting communist 
and other anti-government rebels along the 
common frontier. A shift towards greater 
economic cooperation was first evident in 
a September 1985 article in the Peking Re- 
view written by Pan Qi, a former vice-min- 
ister of communications. The article, enti- 
tled Opening to the Southwest: Ап Expert 
Opinion, discussed the possibilities of Chi- 
nese trade through Burma. That trade is 
now conservatively estimated at US$1 bil- 
lion a year, not including a lucrative cross- 
border traffic in narcotics from Burma's 
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sector of the Golden Trian- 
gle. 

“The Chinese have won 
through diplomacy what the 
rebels failed to achieve for 
them on the battlefield,” a 
Rangoon-based diplomat 
said. “Today, China controls 
Burma economically, 
: i militarily and politically." 

China's s next step towards strengthen- 
ing its grip on Burma is reported to be the 
construction of a munitions factory near 
the town of Magwe in the central Burmese 
plain. In 1991, Chinese engineers visited 
Magwe and intelligence sources now be- 
lieve that production will begin by the end 
of this year. The factory will produce M21 
semi-automatic rifles, M22 assault rifles 
and M23 light machine-guns, plus ammu- 
nition for these weapons. п 
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ot since Charles de Gaulle visited 
more than a quarter century ago 
| has a French chief of state set foot 
| in the former colonies of Indo- 
| china. All that will change with the visit of 
| President Francois Mitterrand to Vietnam 
“апа Cambodia on 9-12 February. 
| During his 1966 visit to Cambodia, de 
| Gaulle delivered his prophetic "Phnom 
| Penh speech" warning the US of the perils 
| of military involvement in Vietnam. This 
| time, what Mitterrand will bring is un- 
| equivocal support for Prince Norodom Si- 
| hanouk as the foundation stone for solving 
| Cambodia's civil war and, consequently, 
| paving the way for a stronger and more 
effective Asean as.a hedge against the re- 
| gional ambitions of the larger powers. 
| Beyond the obvious parallels between 
| the Mitterrand and de Gaulle visits are 
several factors that lend this trip even 
more critical significance. Not only is 
Mitterrand the first French president to 
visit Vietnam since de Gaulle, he is also 
the first Western head of state to do so 
since Vietnamese reunification in 1975. 
Mitterrand has been planning this visit 
ever since Hanoi withdrew its troops from 
Cambodia in 1989. 

Sources in the Elysee, the French presi- 
dent's official residence, say that 
Mitterrand will re-affirm Paris' support for 
Hanoi's candidacy as the host country for 
the 1995 summit of Francophone countries, 
the French equivalent of the Common- 
wealth. In Cambodia, he hopes to galva- 
nise Western efforts — now paralysed by 
the failure of the UN Transitional Author- 
ity in Cambodia (Untac) to implement the 
terms of the peace plan. France further 
hopes, as one diplomat reports, that by 
devoting attention to Laos and Cambodia 
as well as Vietnam, it will force Hanoi to 
"compete" for French attention rather than 
take it for granted. 

Within France itself, Indochina still stirs 
passions among many. А long-planned 
visit by Vo Nguyen Giap — the general 
responsible for the humiliating French de- 
feat at Dien Bien Phu in 1954 — has not yet 
materialised because of fears of hostile 
demonstrations by former French Foreign 
Legion veterans. Then, too, France's inter- 
nal political dynamics have shifted since 
its colonial days. Today Vietnamese, Lao 
and Cambodians comprise a significant 
percentage of the French population, which 
means thev are often the target of domestic 
political overtures. 

Yet, until the first Paris conference on 
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The French connection : 


By James Burnet 


Cambodia in 1989, French diplomacy in 
Asia was devoted largely to China, India 
and Japan. The only presidential trip to the 
region was Mitterrand's visit to Indonesia 
in 1986. But since then the organisation of 
the Paris conference on Cambodia with In- 
donesia as co-chairman has allowed France 
to develop a real dialogue with Asean, 
even though it.is still inadequate. Now 
French diplomats are convinced that, given 
the Vietnamese withdrawal from Cambo- 
dia and the US closure of Subic naval base 
in the Philippines, Washington's role in the 
region is likely to be diminished over the 
coming years. They fear that the resulting 
power vacuum would tempt both China 
and Japan, with potentially negative reper- 
cussions for regional sta- 
bility. 

What the French 
would like to see, by con- 
trast, is for the three na- 
tions of Indochina to 
hitch their wagons to 
Asean. This, the French 
believe, would help cre- 
ate a Southeast Asian 
community of significant 
weight to act as a coun- 
terbalance against Tokyo 
and Peking. The largest 
obstacle to this commu- 
nity at present is the civil 
war in Cambodia, a set- 
tlement of which is 
France's number one ob- 
jective. 

That task assumes a 
new urgency because the 
French have concluded, 
after consultation with 
their Western partners in 
Untac, that certain par- 
ticipants in the UN op- 
eration will pull out 
immediately after the 
May election. Such a 
pullout could well pave 
the way for a breakup of 
Cambodia. To forestall 
that eventuality, France has decided to 
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_ throw its full weight behind Sihanouk and 


the peace plan — paradoxically requiring 
some important adjustments to the peace 
plan itself. 

The most significant adjustment is in the 
nature of the elections. Sihanouk has pro- 
posed, and the French support, a presiden- 
tial election. The decision by the UN Secre- 
tary General Boutros Boutros-Ghali to hold 
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France would 
like to see 
Indochina 

team up with 

Asean as a 
counterweight 
against Tokyo 

and Peking 


_ enfeebled that it falls into the clutches of its | 


5 MAY 1993 


a presidential election concurrently with 
the legislative election has partially re- 
solved the problem. The US, Britain and 
Australia are reluctant to support a presi- 
dential election well ahead of legislative 
elections because it reverses the terms of 
the peace plan. Under that agreement elec- 
tions would be held for a constituent as- 
sembly, which would then decide the. 
method for electing a president and his 
powers. 

These same countries worry that the 
election of Sihanouk would confer on him 
all the powers of the Supreme National 
Council (the 12-member body representing: 
Cambodia's sovereignty that he now 
heads) and give him an open-ended. man- 
date. The French counter- 
argument, echoed by Si- 
hanouk, is that the with- 
drawal of Untac after the | 
elections without. one 
leader clearly in charge |. 
would reduce Cambodia |: 
to anarchy. In the cir- | 
cumstances, Paris. | 
sources say, France is | 
also working actively to. | 
build and train а 40,000- | 
strong Cambodian army 
shortly after the elections 
to help ensure the Cam- 
bodian forces will meas- 
ure up to a job that even | 
Untac has proved inca“ | 
pable of doing. | 

i 
Н 





When Mitterrand | 


will stress the urgency of | 
providing for security іп | 
Cambodia, pointing out |. 
that failure to do so may: | 
well create a new source |. 
of a conflict in the region. 
He will use all of France's | 

influence to promote a |: 
Southeast Asian eco- | 

nomic community. And | 
he will sound a warning | 
to other powers, a la de | 
Gaulle, that the prize of Southeast Asian | 
geopolitical stability will not materialise if | 
Cambodia is left so exhausted and | 


i 


two strong neighbours: Thailand and Viet- 
nam. a 


James Burnet, formerly Asia editor for the 
French daily Liberation, is a writer living in 
Paris. 
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Traveller s Tales 


Omsk, RUSSIA 

n a back street of this West Sibe- 

rian city on the Trans-Siberian 

railroad, the Harbin Restaurant 

welcomes travellers with an urge 

for Chinese food and offers an illuminat- 

ing glimpse at the Chinese diaspora in Si- 
beria. 

Glowing red lanterns and a Chinese fa- 
cade distinguish the building at the end of 
Ishimskaya Street from its past as a Soviet- 
style cafeteria. Once inside, a visitor can 
get a cold bottle of Chinese beer and take 
in a banquet hall that startles with its loud, 
garish Chinese decor. 

Known as the gateway to Siberia, Omsk 
is a city of 1.2 million people, most of 
whom work in oil refineries and defence 
plants. The city was only opened to for- 
eign travellers in June 1991. Omsk’s five 
hotels are ill-equipped to handle tourists. 
In the state-owned restaurants, 
waiters are surly and the service 
is as inhospitable as the cold Sibe- 
rian winter outside. 

The Harbin Restaurant serves 
an impressive array of northeast- 
ern Chinese dishes prepared by a 
pudgy-faced Chinese cook called 
Misha. A jolly type who emerges 
from the steamy kitchen to check 
personally on customers, Misha is 
on a one-year tour of duty in Si- 
beria with six other kitchen assist- 
ants from Harbin, the capital of 
Heilongjiang province. 

Misha’s employer is a 
Heilongjiang trading company 
that hit upon the idea of a restau- 
rant as a way to facilitate business 
in Siberia. The Chinese trading company 
paired up with the Omsk Railroad Depart- 
ment and opened the Harbin Restaurant 
in late 1991. “The fact is the restaurant is 
like our representative office in Omsk,” 
says marketing director Guo Hua, who on 
this night was pulling double-duty as 
translator to clear up crossed signals be- 
tween the Chinese cooking staff and Rus- 
sian waitresses. 

The Harbin Restaurant serves about 100 
people a day. Many customers are Chinese 
students, traders or businessmen, who rep- 
resent part of “the wave from the East 
across Russia,” as one Omsk businessman 
puts it. Other clientele are nouveau riche 
Russian businessmen and an occasional 
foreign journalist or businessman. 

Though the cuisine was authentic — es- 
sential ingredients like sesame oil and soy 
sauce are brought in regularly by train 


30 


from Harbin — the restaurant had a deci- 
sively Russian flavour when it came to en- 
tertainment. 

Russian pop music blared from a pair 
of loudspeakers and tipsy local tycoons 
with roubles to burn twirled their women 
around the restaurant floor while unat- 
tended children raced in and out of the 
aisles. The Chinese staff even came out of 
the kitchen to watch the spectacle. 

One patron of the Harbin is Aleksandr 
Danilov, a Russian of Chinese descent who 
entertains business partners at the restau- 
rant. A chat with Danilov provides an en- 
trée into the saga of the Chinese popula- 
tion in Western Siberia, a tragic story that 
goes back to the start of the century, in 
Danilov's case. 

In 1895, Danilov's grandfather, sur- 
named Lu, was sold at age seven to a St 
Petersburg merchant. After the Bolsheviks 





Misha, the chef, with a customer. 


defeated the remnants of the White Rus- 
sian Army in the civil war, his grandfather 
retreated into northern China with his Rus- 
sian wife. There they remained for 30 years. 
In the early 1950s, caught up by the fer- 
vour of Soviet propaganda, Danilov's 
grandfather resettled in Omsk to work as a 
farmer in the Soviet Government's massive 
project to cultivate marginal farmland. Lu's 
family, however, was blocked from joining 
him by the advent of the Cultural Revolu- 
tion. 

Danilov, now 33, vividly remembers the 
destruction of the Russian churches in 
Harbin, particularly the burning of the 
wooden Orthodox church in which his 
mother worked. Danilov's father, who had 
fought with the Soviet Red Army against 
the Japanese during World War II, was ac- 
cused of being a Soviet spy and thrown 
into jail by Chinese authorities. The rest of 
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the family couldn't get work, and young 


Aleksandr was unable to attend school for | 


eight years. 


Finally, the Danilov family got permis- | 


sion to leave China. They arrived in Omsk 
in 1975. Danilov went to work on a nearby 
collective farm and worked his way up to 
a factory job at the Popov Electronics Plant 
in town. Hard work earned him a three- 
room apartment. 


But success in the workplace did not | 


translate into social acceptance. During a | 


two-year tour of duty in the Soviet Army, 





Danilov personally felt the brunt of wors- | 


ening relations with Peking. Initially as- 
signed to serve in the elite anti-missile 
forces near the Chinese border, Danilov 
was abruptly transferred to a construction 
brigade when it was discovered he was 
from China and spoke Chinese. 
According to Danilov, there are at least 


scent in the Omsk Region. Many 
came in the 1950s and 1960s. 
Some were  idealists, 
Danilov's grandfather, who 
wanted to help build the Soviet 
Union; others were workers from 
the China Eastern Railway who 
returned to Russia when the Sovi- 
ets transferred ownership of the 
railway to China in 1953. 

The long-time Chinese inhab- 
itants now mix on the streets of 
Omsk with Chinese students and 
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cently to Russia seeking opportu- 
nity 

But there are vast differences. 
The recent arrivals are sought af- 
ter because they are potential business 
partners. The Siberian Chinese, on the 


other hand, do not stand out. The Sino- | 


Soviet conflict bred suspicion, and the Chi- 
nese were discouraged from forming their 
own community. Not many Siberian Chi- 
nese speak Chinese anymore, and most 
cannot write it. 


like | 


businessmen who have come re- | 


These days, Danilov is a private busi- | 


nessman who negotiates contracts with 


Chinese, but he is fed up with his dealings | 


in Russia. "Business cannot be moral in 
Russia," he complains. Prospects in Russia 
seem dim. "Life makes its own correc- 
tions,” he says philosophically, “but I am 
getting sick of running from place to place 
and prices going up. I am looking for an- 


other place to live.” W 


Jeffrey Lilley is a contributor to the REVIEW 
from Moscow. 
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16,000 Russians of Chinese de- | 
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Lao writer Bounthanong Somsaiphol (/eft); war theme is wearing thin with some writers, who wish to highlight current problems. 
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LITERATURE 


Writers in Laos 


Indochina war is one of few themes approved by government 





By Martin Clutterbuck in Vientiane 





n Bounthanong Somsaiphol's story 
"American Bones," an old Lao soldier 
who had fought the Americans dur- 

ing the Indochina war is assigned to 
help а US team search for the remains of 
missing American soldiers. The irony is not 
lost on the man. Looking at the 11-lan- 
guage request for assistance inscribed on a 
US soldier's dog tag, he thinks of his own 
family, all dead in the years of conflict. 
“Тһе important thing,” the old man re- 
flects, "is not to have war again. I fear the 
new generation of wars will not even leave 
bones behind to send back to your wives." 
Lao writers, like their American coun- 
terparts, find rich material in the Indochina 
war. The war in and around Laos in the 
1960s and 1970s is one of the few themes 
the Vientiane government has permitted in 
the officially guided literature. But while 
the Americans willingly rehash the Indo- 
china war to purge their souls and ration- 
alise their failed crusade, in Laos writers 
would rather put it behind them. More and 
more, they seek to write of the war only to 
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point out that life has not improved much 
in the impoverished, landlocked nation. 

As Bounthanong says: "Mothers of the 
slain on both sides have the same feelings. 
Governments should not keep the bones 
for 20 years." 

Now, some Lao writers are beginning 
to explore their own themes, themes of the 
poverty and economic stagnation they are 
mired in, while the world around them 
changes fast. 

Predictably, a writing career is not easy 
in a country whose state publisher contin- 
ues to pump out stodgy Marxist-Leninist 
material with an almost affectionate nos- 
talgia. The Indochina war theme is offi- 
cially sanctioned because this past can help 
rationalise the government's own hold on 
power. 

But Lao writers are increasingly explor- 
ing ways to get out of this mould. Some, 
like Bounthanong, actually use the war 
theme to highlight current problems and 
ask why this theme must be used to cover 
up the country's poor state. 

Bounthanong had gone along with the 
official guidance for some time. His roots 
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are with the 1975 Lao communist revolu- 
tion. “1 studied political science at first," he 
said in an interview. "It was the problems 
of pre-revolutionary society which moved 
me to write. When the system changed I 
was at first glad for the farmers as the feu- 
dal exploiters had been removed." 

But, he said, the government has 
harped on the war for too long. Until only 
very recently, for instance, Lao children 
were taught "three aircraft shot down plus 
three aircraft shot down gives six." 

Bounthanong's growing disillusion- 
ment became evident a couple of years ago 
when, as editor of a state newspaper, he 
published letters critical of the government 
written by children whose parents fled the 
new regime in 1975. As a result, he lost his 
job and was prevented from publishing 
anything for five months. 

Instead, he took a greater risk by hav- 
ing a short story, "Prisoner," published in 
Thailand in 1991. The story was about chil- 
dren left behind in Laos by parents who 
had fled the country, and their mistreat- 
ment by the Lao Government. 

"The aftermath of the war handed 
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power to a party elite that wanted a re- 
ward for its struggle,” Bounthanong says. 
"They wanted material happiness, but 
lacked experience in economics and trade. 
Now the situation is at a dead end. My 
basic attitude is to write in the name of the 
people and present problems to the gov- 
ernment. Now 1 must write of the people's 
hurt. They know the truth, we have no 
, money left, only ideals." 

Not all writers in Laos have been as 
bold as Bounthanong in pushing the limits 
of officialdom. A critical political line is not 
as obvious in Outhine Bounyavong's 
works, most of which are officially guided 
‘simplistic morality stories. Outhine, deputy 
chief of the department of literature in the 
Lao Government's Ministry of Information, 
admits his writings are often somewhat jin- 
goistic. The stories appear more directed 
toward trying to reconcile the local situa- 
tion with the new socialism. 

Outhine says he is not overtly con- 
cerned about his country's ideological des- 
tiny. "Whether socialist or capitalist, it does 
not matter," he said. "The new regime was 
perceived as liberation." But even in sim- 
ple patriotic stories like Pakorn Suan 
(“One's Part"), the current poverty of the 
country confronts the political goals of the 
country's leaders. 

In this story a cobbler listens to radio 
news of the last Thai-Lao border clash in 
1988. An appeal is made for donations 
from the people; the cobbler is too poor to 
give anything. He makes it up later when 
the owner of a pair of shoes needing repair 
turns out to be an army veteran. The cob- 
bler waives his fee, thus making his dona- 
tion to the cause. 

Going back to the Indochina war, 
Outhine also raises the current state of in- 
herited despair. In his simple but compel- 
ling “Voice from the Plain of Jars,” Mai 
Daeng, in a letter to an American friend, 
recounts his experience when he returned 
to the Plain of Jars area having spent the 
war years as a refugee. Having survived 
the war, he steps on an unexploded bomb 
when planting vegetables and both his legs 
are blown off. 

“Not only was this land 
made uninhabitable for hu- 
man beings, but also for all 
animal ahd bird life,” writes 
Outhine. “Only the sky and 
the earth were left.” 

“The war may be over,” 
he said in an interview, “but 
there are still long-term after- 
effects.” 

Another favourite theme 
of Outhine's is recalling the 
rural institutions and cus- 
toms that hold communities 
together. The title story of his 
collection Mother's Dear fo- 
cuses on the obligation of a 
village's people to provide 
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food to-pregnant wonen, a custom which 
is rapidly disappearing in the “new” Laos. 

"This is an atte mi to show aspects of 
an old culture that are worth preserving 
for later generations," explained Outhine. 
^My aim is not to upset people but to 
stimulate awareness. Maybe these people 
can be shamed into accepting their own 
errors." 

This is not to say that there is a revolu- 
tion in Lao writing. Most writers still toe 
the government line. Bounthanong himself 
did not return to his editorship; he strug- 
gles now to support himself as a writer. 
But he is not as worried now of the gov- 
ernment looking over his shoulder — he 
says he has appealed to their recent policy 
of jintanakan mai, or "new imagination," the 
Vientiane equivalent of glasnost. 

Lending help to this little bit of new 
freedom for Lao literature is some new at- 
tention from the outside. Bounthanong’s 


Official enemy: 
Thai culture 


ie qu Lao writers have survived 
the gov ved themes 
ot past capitalist, imperialist and 
colonialist threats. But those themes are 
losing place to a new invasion. If there 
is an official enemy, it is now Thai capi- 
talism and Thai pop culture. 
Government official Outhine Boun- 
yavong's Just a Pair of Birds is a look 
into the effects of the clear-cut logging 
business, which entails sweeping 
through the forest cutting down every- 
thing in sight. This is a technique that 
the Thais mastered and, now that 
their own forests have been decimat- 
ed, they have brought it to Laos. The 
narrator watches day by day as trucks 
hauling hard woods off for sale in Thai- 
land pass 
also watches the home-bound flight 
of a pair of hornbills, 
$ huge birds that inhabit 
the Southeast Asian jun- 
} gle. Then one day he sees 
= the birds’ carcasses E 
ing on the truck with the 
logs. 
This is not just fantasy, 
says Outhine. "In my 
home village, І was im- 
pressed as a boy by the 
beautiful hornbills. Now 
they have nearly all been 
shot." 
The invasion into Laos 
of the cruder side of Thai 
culture is subject for a 


Outhine Bounyavong. 
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by his home. Every day, һе. 


"Prisoner" was published in a collection 
of his stories by Thai publisher Ban 
Nangsue, which subsequently published 
stories by another Lao writer, Saisuwan 
Phaenphong. Because Saisuwan lives in the 
US, he can be more critical, and he uses his 
freedom there to paint dark and sardonic 
pictures of the Lao Government's hypo- 
critical use of the war to justify its hold on 
power. 

Ban Nangsue editor Kajornrit Raksa ad- 
mits that the books have not sold very well. 
But, as he points out, there is at least value 
in giving the Lao writers a forum. With 
many cultural and linguistic similarities 
between the two countries, Lao people can 
easily accustom themselves to reading 
Thai. And it is impossible to keep EC 
from crossing the border. 


Martin Clutterbuck is a freelance writer who 
specialises in Thai literature. 


story by CUM болегіріші AE 
writer who has been more bold in chal- | 


lenging the official literature style. In 
New Things, he describes an unex- 
meeting between an official and 


‘his daughter, who works as a “hostess” 


in one of the Thai-style cafes increas- 
ingly popular in Vientiane — cafes in 
name, but more a cover for prostitution. 

"Such behaviour is a Thai business 
culture alien to Laos," fumes Boun- 
thanong. “Ап old Lao proverb warns 
that 'to listen to Thai ideas is to burn 
the grass in your yard." 

In many ways the fire is not extin- 
guishable. Thai influence is seeping into 
Laos whether the Lao people like it or 
not. The two cultures are similar, as are 
the languages and religious practices. 
Most of the people living in Northeast 
Thailand are ethnically Lao. The bor- 
ders are relatively open for trade, and 
city markets in Laos are brimming with 

But the strongest influence is possi- 
bly from television. Anyone living 
within 50 kilometres of the Thai border, 
including those in the capital, Vientiane, 
can easily receive Thailand's four sta- 
tions unhindered. 

And it is Thai television that really 
arouses the ire of these writers. "It 
threatens the future of Lao literature." 
says Outhine. “Тао children watching 
ТУ are learning more Thai than Lao." 

Adds Bounthanong: "Lao people 
are seduced by glossy advertising and 
the Thai entertainment machine. The 
ultimate result is a de facto assimila- 
tion into Thai society. Now Lao people 
get drunk and watch the Sunday 
boxing just the same." 

m Martin Clutterbuck | 
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Tennozan: The Battle of Okinawa and the 
Atomic Bomb by George Feifer. Ticknor & 
Fields, New York. US$29.95. 


The grip of some books is so tenacious 
that the reader is transfixed by the tale past 
all reason, through meals, fire alarms and 
earthquakes far into the night. 

Such a book is George Feifer’s Tennozan: 
The Battle of Okinawa and the Atomic Bomb, 
an epic account of the most calamitous yet 
obscure episode of the Pacific War, a battle 
that consumed more human beings, civil- 
ian and military, than the bombs dropped 
on Hiroshima and Nagasaki combined. 
The emphasis on the atomic bomb is more 
the publisher’s than Feifer’s, but his book 
does lead to an important insight into the 
war's final atrocity. 

The narrative pull of Tennozan (“last 
battle”) derives not only from its epic ac- 
tion and monstrous vio- 
lence but also from the 
book's multi-sided view of 
the conflict which the au- 
thor presents from three 
sides: American, Japanese 
and Okinawan. Told at the 
skin-level of the partici- 
pants whose biographies 
Feifer explores in detail, 
the book reads at times 
like a fine novel. 

In a sense, Tennozan is 
essentially about Okinawa, 
its people, history — and 
the “typhoon of steel" that 
struck in the waning days 
of the war. 

It begins with a graphic 
account of the sinking of the battleship 
Yamato, ordered on a suicide mission to 
save Okinawa by a desperate Imperial 
command. This horrifying prelude vividly 
illustrates the dilemma posed by the in- 
creasingly extremist Japanese response to 
the American advance. 

On Okinawa, the Japanese troops un- 
der the tough, competent Ushijima knew 
they could not stop the gigantic US assault 
force which filled the horizon. But in an all 
out effort to slow the Americans, they had 
dug in deeply on nearly impregnable high 
ground honeycombed with caves and 
waited while the Americans landed with- 
out incident. At first, the 10th Army ad- 
vanced joyously “standing up,” but sud- 
denly found itself in the most intense 
Japanese crossfire yet experienced in the 
war. 

The dreaded Shuri line chewed up divi- 
sion after division of US troops before it 
fell; but even then the Japanese fought on 
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doggedly, driven by extreme dedication 
and a strategy of buying time for the 
defence of the Home Islands. Okinawa and 
its inhabitants were to be sacrificed utterly 
in the effort. Coerced into doomed banzai 
charges, cut down in shelling and massa- 
cres by both sides, they perished in prodi- 
gal numbers. When it was all over, the 
death-count was 50,000 Americans, 110,000 
Japanese and 150,000 Okinawans. 

Feifer’s aim is to tell the truth about a 
battle conveniently forgotten by its main 
antagonists. Even today, Japanese are less 
than eager to revive memories of the mis- 
ery they brought to the conquered 
Ryukyus. Nor are the Americans who still 
“occupy” the islands well-disposed to frank 
discussions. 

Okinawa, in fact, has never been a 
popular story. Even while the battle raged, 
Germany’s surrender was bigger news, 
and newspapermen like 
Ernie Pyle (who was killed 
on the island) were more 
concerned with soothing 
the folks back home than 
reporting on a conflict that 
was one long atrocity. 
When the war ended with 
the atomic bombing of 
Hiroshima and Nagasaki, 
the novelty of these hor- 
rors overshadowed the 
more familiar agony of 
Okinawa. 

Add to this the reluc- 
tance to talk about the 
grim encounter on the part 
of those concerned, who 
despair of being able to 
convey its reality to anyone who had not 
“been there,” and the collective amnesia is 
nearly complete. 

Feifer’s book with its rich human con- 
tent and relentless, gruesome detail effec- 
tively counters this tendency, though it 
may lose the occasional squeamish reader. 
But reporting as he does though the eye- 
witness accounts of dozens of participants 
— Dick Thitaker, a young marine; Masa- 
hide Ota, a native islander; and Tadashi 
Kojo, a career officer, among many others 
— Feifer avoids sensationalism and an- 
chors the extremes of war in human expe- 
rience. It is an anti-war approach since, as 
Feifer writes, "The reason war's horrors 
exist is partly because outsiders can't know 
them." 

The immense human cost documented 
throughout Теппогап makes the point that 
another episode on an even greater scale 
on the Home Islands would have been in- 
finitely more costly for both sides than the 
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A-bombs. A harsh thought but one that 
compels reflection. 

And finally, Okinawa. Few people real- 
ise, Feifer writes, that it would have taken 
150 atomic bombs to wreak on Japan the 
equivalent devastation, and to kill a com- 
parable percentage of Japanese. Probably 
one third of all Okinawans were killed, and 
most of the island's national and cultural 
artifacts were demolished. Few peoples 
have suffered a similar catastrophe. 

m James Dalglish 


James Dalglish is an editor and freelance writer 
based in Tokyo. 





Sons of shogun 


Soldiers of the Sun: The Rise and Fall of the 
Imperial Japanese Army by Meirion and 
Susie Harries. Random House, New York. 
US$30. 

Japan is a pacifist nation, at least from 
the viewpoint of popular opinion and con- 
stitutional law. Yet Western writers persist 
in using military metaphors to describe 
global expansion by Japanese companies, 
and Japan's Asian neighbours get the jit- 
ters when Tokyo sends lightly armed sol- 
diers to Cambodia to rebuild bridges. 

Japanese soldiers? Doesn't Article Nine 
of Japan's American-drafted Constitution 
specifically prohibit maintaining a mili- 
tary? It does, but during the Korean War 
Gen. MacArthur thought it might be a 
good idea if Japan were to re-arm to strike 
a better Cold War balance in East Asia. The 
renascent war machine was euphemisti- 
cally dubbed a “Self Defence Force [SDF].” 

Unfazed by the sanitised name, many 
Japanese today fret about the power and 
purpose of their military. The main oppo- 
sition party, the Socialists, only recently 
grudgingly dropped its claim that the SDF 
is patently illegal. In a recent survey nearly 
four out of ten adults opposed a new law 
to allow troops to be dispatched on foreign 
UN missions. It took the ruling party 20 
months of wrangling and horse trading to 
push the measure through the Diet. 

Japan is a war-like nation, at least by 
the numbers. Its annual military budget is 
over US$35 billion, in a league with France, 
Britain and Germany. It has 250,000 men 
and women in uniform. The Japanese Gov- 
ernment also pays nearly half the substan- 
tial cost of keeping 40,000 foreign military 
personnel and their war machines on its 
soil. Its major heavy industry companies 
eagerly build new hi-tech weaponry, 
though not for export, at least not yet. To- 
kyo finally provided 05513 billion to the 
UN liberators in the Gulf War, and quickly 
wrote cheques to pay for the American hu- 
manitarian invasion of Somalia. 
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Such apparent inconsistencies are better 
understood, as are many basic Japanese 
values, after reading Soldiers of the Sun. For 
most of a millennium, through 1945, Japan 
was effectively run by a military govern- 
ment. 

But it was this military leadership, “rul- 
ing on behalf of the Emperor," which in- 
flicted terrible suffering on the general 
populace during the war in China and then 
in World War II, first from a lack of food, 
then from massive conventional and 
atomic bombing. This privation and suffer- 
ing alone is enough to explain why the 
military commands little respect in Japan 
today. 

But the generals did a poor job. Oblivi- 
ous to technological advances (especially 
in the air), often at odds with their historic 
clan rivals in the navy, army brass contin- 
ued to put their main faith in the fighting 
spirit of the Japanese foot soldier. 

This was not misplaced confidence: 120 
Japanese warriors died for each one taken 
prisoner; the ratio among Americans was 
one to three. Yet shortages of fuel, food 
and ammunition doomed the cause early 
on. "From the total-war perspective, by 
September 1937 Japan was sliding toward 
disaster . . . From now onward, until Au- 
gust 1945, the army would be existing 
hand to mouth," the authors write. 

The public, of course, was told other- 
wise, and was asked to make ever-greater 
sacrifices. Losses were never reported; in 
military double-talk a "retreat" was an “ad- 
vance to the rear." Eye-witness accounts 
by Western journalists of the army's bru- 
tality, most notably in the Rape of Nan- 
king, never appeared in the Japanese pa- 
pers. 

Even today the Japanese popular press 
and collective psyche papers over what the 
generally dispassionate and objective au- 
thors call "dreadful acts of violence and 
cruelty." Outspoken revisionists such as 
Shintaro Ishihara (The Japan That Can Say 
No!) claim with a straight face that reports 
of barbaric army excesses were fabricated 
by a hostile foreign press. 

History textbooks are similarly sweet- 
ened. From 10 to 30 million Chinese died 
or were killed during the Japanese occupa- 
tion, from 1937 to 1945. Around 2.3 million 
Japanese soldiers and civilians perished in 
the same period. Yet a recent survey found 
74.3% of Japanese school children believe 
Japan was the worst hurt of any nation in 
World War II. A paltry 8.3% named China. 
The kids can’t be blamed for such a skewed 
view of history, it’s just what they’ve been 
taught. 

The Japanese earnestly yearn to turn the 
page in this sordid military history. But 
they wish to do so without facing the facts. 
Such collective denial, punctuated by 
forced and elliptic apologies, may be ade- 
quate to redress wrongs among Japanese, 
but falls far short for those in the rest of the 
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world who suffered greatly from Japan's 
military excesses. 

The Japanese people must come to 
terms with themselves and with the sins of 
their parents and grandparents, if they 
truly expect to become full and respected 
members of the world community. Soldiers 
of the Sun will help non-Japanese to under- 
stand the immensity of this obstacle. It may 
also prompt them to firmly push their 
Japanese friends to get on with it. 

W John Fox 


John Fox is the president of Gatewood Press in 
New York. 





Who won 


China? 


China's Bitter Victory: The War with Japan 
1937-1945 edited by James C. Hsiung and 
Steven I. Levine. M. E. Sharpe, Armonk, 
New York. US$39.95. 


China seeks apologies, while Japan 
merely offers “regrets.” When angry Chi- 
nese point to the Rape of Nanking, some 
Japanese equate it with Hiroshima and 
Nagasaki. Against Chinese casualties of 21 
million dead, Japanese rightists cite Japan's 
3 million dead, as though victim and vic- 
timiser can be balanced out. 

And so it goes: the Sino-Japanese War 
of 1937-45 is now resurrected and over- 
looked, advertised and denied, exploited 
and rationalised away. Peking turns the tap 
of memory on or off, according to its policy 
needs. Emperor Akihito 
visits China and appears 
apologetic, while qualify- 
ing his message with am- 
biguities. The result is psy- 
chological stalemate, as 
diplomatic relations pro- 
ceed “correctly,” but with- 
out the human contacts 
that add flesh to political 
bones. 

Meanwhile, the cruel 
history of Japan’s war for 
empire in China, and Chi- 
na’s battle for survival, re- 
mains vague even to West- 
ern scholars. China's Bitter 
Victory tries to fill the gap 
on both the nationalists 
and the communists with twelve essays by 
authoritative American and Chinese- 
American scholars. They have drawn heav- 
ily on Chinese published sources to offer 
insights into politics and diplomacy, eco- 
nomics and military operations, intellectual 
and artistic trends. 

This is an analytical, not a narrative ac- 
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CHINAS 
BITTER 
VICTORY 


— шй occasional Chinese victo- 





count, and it requires some background 
knowledge of who did what to whom, plus 
a taste for those sweeping questions of 
state, strategy and society which delight 
academics — but not necessarily the gen- 
eral reader. Yet there is much intellectual 
stimulation in their attempts to appraise 
the international situation in East Asia in 
the 1930s, and evaluate the goals and meth- 
ods of Chiang Kai-shek (and Mao Zedong) 
and their relevance for the world today. 

There are concise assessments of the 
communists, whose regular forces rose 
from 40,000 in 1937 to 1 million in 1945, 
and who were the ultimate beneficiaries of 
the exhausted Kuomintang's (KMT) "bitter 
victory" in 1945. Hence this historical 
irony: Japan, which insisted that its armies 
had entered China to combat communism, 
actually paved the way for a communist 
victory by weakening both the traditional 
social order and the KMr. 

Behind this looms the figure of Chiang, 
suspicious, jealous, tolerant of corruption, 
but also the symbol of Chinese independ- 
ence and aspirations to greatness. Against 
the conventional American portrayal of 
Chiang as a bumbling defender of the old 
order, several of the authors point to the 
immense difficulties he faced in trying to 
modernise a fragmented, backward China 
of warlords and regional satraps, foreign 
interests and treaty port merchants, dissat- 
isfied intellectuals and entrenched bureau- 
crats. To hold it all together in the 1930s, 
while stalling for time to strengthen his ar- 
mies, even as the Japanese military began 
probing for China's jugular: here was an 
impossible task for which Chiang deserves 
respect rather than scorn. 

So several of the essayists suggest. The 
argument cannot be dismissed, yet it is es- 
sentially irrelevant. No 
matter what difficulties 
Chiang faced, or what he 
accomplished in centralis- 
ing the state, only one 
thing mattered: defence 
against Japan. And in that 
he failed. Yes, there were 


ries, and certainly some 
Chinese armies held to- 
gether as they had not for 
a century: the Japanese 
were shocked — and en- 
raged. Yet they could still 
scourge China even in 
1944, while they were los- 
ing the war elsewhere. АП 
Chiang could do was hang 
on, waiting for the Americans to bring him 
victory, a gift from the powerful to the 
weak — as the communists pointed out. 

m Leonard Bushkoff 


Leonard Bushkoff has worked in the historical 
division of the Joint Chiefs of Staff in the Penta- 
gon. 


37 





RESEARCH & 


Cosmic quest 


or the first 100,000 years after the 

Big Bang, the universe was com- 

pletely homogeneous. Quasars, the 

oldest galaxies known, do not ap- 
pear until the billion-year mark. What hap- 
pened in between? How did homogeneous 
matter concentrate to form stars? Astrono- 
mers can only speculate, because the tele- 
scopes they rely on cannot see the whole 
cosmic picture. 

But new data are on the way. On 12 
February, Japan's Institute of Space and 
Astronautical Science launches Astro-D, a 
satellite carrying a US-designed X-ray tele- 
scope that can see almost to the edge of the 
universe. One of its main scientific objec- 
tives is to look for evidence from this hith- 
erto blank primordial epoch. 

Another is to clarify the nature of black 
holes. By definition, black holes themselves 
cannot be seen, but the disc of matter that 
accretes around them can. The outside of 
this disc emits light, but as the matter falls 
inwards towards the black hole, its tem- 
perature increases to between 10 million 
and 100 million?C, and it begins to radiate 
X-rays. By measuring this radiation, scien- 
tists at the institute hope to be able to de- 
fine the radius of the disc. 

In hunting down black holes, Astro-D 
follows in the footsteps of its predecessor, 
Ginga (Japanese for Milky Way). The third 
in a series of X-ray astronomy satellites 
launched by the Japanese, Ginga was origi- 
nally known as Astro-C. (By institute tradi- 
tion, the new satellite will also be given a 
more poetic name, but not until safely in 
orbit.) 

Ginga itself got off to a good start. Three 
weeks after its launch in early 1987, it de- 
tected an exploding supernova in a galaxy 
called the Large Magellanic Cloud. Its ob- 
servations of the supernova's X-rays made 
important contributions to astrophysics. 
During almost five years in orbit (the satel- 
Ше “died” in November 1991), Ginga went 
on to discover several other bright X-ray 
sources, including three new black hole 
candidates. 

Ginga was also significant for its pro- 
motion of international collaboration. Its X- 
ray detector was designed by scientists 
from the University of Leicester in Britain. 
And nearly half the observation time on 
the satellite was made available to non- 
Japanese researchers. 

The openness of the Japanese was par- 
ticularly welcome because for several years, 
until the launch of a German satellite in 
1990, Ginga was the only X-ray telescope 
in orbit. (The Earth’s atmosphere absorbs 
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X-rays, making X-ray astronomy possible 
only from space.) 

US astronomers had banked on regular 
space shuttle flights to take their satellites 
aloft, an assumption that died with the 
1986 Challenger disaster. Since then, US X- 
ray astrophysicists have had to trade their 
skills as instrument builders for data from 
the spacecraft of other countries. 

One of those instruments is the tele- 
scope aboard Astro-D. Its key parts include 
X-ray mirrors made by Peter Serlemitsos 
of the Goddard Space Flight Centre, a fa- 
cility run by the National Aeronautics and 
Space Administration (Nasa) in Greenbelt, 
Maryland. The telescope also carries X-ray 
microchip cameras made by George Ricker 





Japan will see through the universe. 


of the Massachusetts Institute of Technol- 
ogy. 
Focusing X-rays onto small detectors 
produces images that are clearer than 
Ginga’s large, plate-like detector could 
manage. The instrument's greater sensiti- 
vity should enable observers to detect 
weak X-ray sources behind bright ones. 
Best of all, the new telescope can han- 
dle a much wider range of energies than 
previous instruments. In addition to rela- 
tively light elements like carbon and oxy- 
gen, it can detect the distinctive X-ray sig- 
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natures emitted by heavy metals, most im- 
portantly iron. Nasa's Serlemitsos says iron 
"occupies a very special place in astro- 
physics . . . it’s very prevalent; you miss а 
lot if you can't see it." | 

Detecting iron is crucial in mapping the | 
large-scale structure of the universe. Be- 
cause heavy metals are manufactured by 
stars, the less iron a galaxy has, the older 
— and further from Earth — it is likely to 
be. A complete absence of iron indicates 
primordial gas, the stuff that fills | 
intergalactic space. 

In addition to their high performance, 
Nasa's X-ray mirrors are lightweight and 
inexpensive. With a limited budget for sci- 
entific missions, bigger, more costly satel- 
lites would mean fewer launches. Thus far, 
the institute has managed to put a new X- 
ray satellite up roughly every five years. 
"Five years is a good period for young 
graduate students," says Astro-D deputy 
project manager Hajime Inoue. "Any 
longer would make training young staff 
more difficult." 

The training is very thorough because, 
at the institute, the scientists do everything 
themselves. One consequence of this, 
Serlemitsos points out, is a much closer re- 
lationship between the institute's scientists 
and the engineers of subcontracting firms 
like NEC and Fujitsu. “They get involved in 
all aspects" of satellite building, he says, | 
whereas "we're just on-lookers." | 

The Americans say they have "nothing 
but admiration" for their Japanese col- 
leagues. But the self-sufficient approach of 
the Japanese does have its downside. With | 
astronomers from all over the world seek- | 
ing time on the new telescope, the insti- | 
tute's scientists are facing severe man- | 
power problems. 

Unlike its predecessor, whose detector 
was redirected only once every other day, 
Astro-D can look at many X-ray sources a 
day. So proposals must be selected, com- 
plex command sequences drawn up, and 
data divided up between users (15% to US | 
partners, 25% to joint US-Japan collabora- | 
tions, the rest to Japanese researchers). 

Despite the increase in workload, the | 
institute can expect no increase in funding 
or support staff from its parent body, the 
Ministry of Education, Science and Culture. | 
Despite the institute's glowing record in | 
terms of scientific results and international 
collaboration, the ministry continues to 
treat it as though it were just another uni- 
versity. Such are the rewards for scientific 
success in Japan's public sector. 

ш Bob Johnstone 
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search for scalps 


Japan and the rest of Asia fear that President Clinton is in danger of 
losing the trade initiative to US protectionists who are keen to curb 


America's external deficit. 


By Susumu Awanohara in Washington and 
Jonathan Friedland in Tokyo 


arely a fortnight in the White 

House, Bill Clinton is finding that 

events are in danger of overtaking 

him. The pressures on US eco- 
nomic relations with Japan are mounting 
— raising the risk that trade policy, like a 
temperamental racehorse, may bolt before 
the new president can get his feet in the 
stirrups. 

In the few days since Clinton took of- 
fice, several potential flashpoints have 
emerged. American car makers have de- 
manded restraints on Japanese mini-vans 
entering the US. The Department of Com- 
merce has accused foreign firms — includ- 
ing the Japanese — of dumping steel in 
American markets. And the latest statistics 
show Japan's trade surplus with the US 
growing again. 

АП this is grist for US trade hawks who 


40 


aim to force their agenda on the new presi- 
dent. But in Tokyo and less militant quar- 
ters in Washington the worry is that unless 
Clinton quickly grabs the reins, trade griev- 
ances may make their own running, caus- 
ing a major upset in bilateral relations. 
Apart from tariffs on vans and steel 
dumping margins, Clinton faces other dif- 
ficult choices that are likely to shape the 
direction of US-Japan trade ties for years to 
come. Clinton must decide: 
> how to respond to Japan's apparent fail- 
ure to live up to a 1991 agreement to buy 
one-fifth of its semiconductors from foreign 
companies by the end of 1992. 
> whether to approve a Japanese acquisi- 
tion of a US hi-tech company which is be- 
ing contested on national-security grounds. 
> whether to replace the Bush administra- 
tion's framework for bilateral negotiations 
with Japan — the so-called Structural Im- 
pediments Initiative — which has been 
criticised by trade hawks for vielding little. 
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Tokyo has reacted cagily to the rush of 
events, stressing wherever possible the 
need for immediate bilateral consultations 
to avert a deterioration in trade ties. But 
the omens are not good. Washington has 
made clear that a visit by Japanese Prime 
Minister Kiichi Miyazawa is not warranted 
until Tokyo has specific concessions to of- 
fer on trade. Miyazawa hopes to dispatch 
Foreign Minister Michio Watanabe to 
Washington later this month to test the 
waters. 

Japanese officials acknowledge that the 
increase in friction has raised pressure on 
Miyazawa to take bolder steps to stimulate 
a faltering economy. Most analysts expect 
the embattled prime minister to call for in- 
come-tax cuts to help stimulate consumer 
demand and to announce a supplementary 
public-spending package. In order to make 
the maximum impact, Miyazawa will 
probably delay announcing these measures 
until nearer June, when the Group of Seven 
industrialised nations hold their annual 
summit, this time in Tokyo. 

A revived Japanese economy is seen in 
Tokyo as the only practical way to help 
redress the bilateral trade imbalance with 
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the US, which grew by 14% to US$43.7 bil- 
lion in Japan's favour in 1992. With the US 
slowly recovering from recession and Ja- 
pan slumping deeper into one, Japan's 
trade surplus has again swollen to embar- 
rassingly large levels. It topped US$107 bil- 
lion last year, up 38% from 1991. Officials 
in Tokyo point out that the Japanese 
economy is a lot weaker now than when 
the bilateral surplus last peaked in 1986-89. 

Sorting out these problems will be a tall 
order for both sides. Clinton is under huge 
pressure to produce better US economic 
results, particularly on jobs, and cannot 
easily fall back on the veto that George 
Bush often used to extinguish protectionist 
gambits by Congress. For his part, Miya- 
zawa has been badly weakened by scandal 
and faces an election critical to the ruling 
Liberal Democratic Party's future some- 
time after the Tokyo Summit. 

The few official pronouncements by 
Clinton's team since coming to office pro- 
vide little clear evidence of the course 
Washington will take in redressing the 
trade imbalance. Clinton is generally seen 
as a "free-but-fair" trader, while 
prominent among his top aides are 
individuals such as the chairwoman 
of the Council of Economic Advis- 
ers, Laura Tyson, who says the gov- 
ernment should intervene more in 
the economy. 

Statements by Treasury Secretary 
Lloyd Bentsen, for example, seem to 
presage an approach not unlike the 
one taken by the Bush administra- 
tion, which favoured quiet arm- 
twisting to loud threats. While 
Washington will pressure Tokyo to 
intensify efforts to reflate its 
economy, Bentsen said, it will do so 
“in private consultation and not in 
public bullying." 

In contrast, new US Trade Repre- 
sentative Mickey Kantor has taken 
the kind of combative tack which 
makes Japanese officials very un- 
easy. Kantor recently stated that he would 
"seriously consider" a plan mooted by 
Congressmen Richard Gephardt and Sena- 
tor Donald Riegle to require Japan to re- 
duce its trade surplus with the US by 20% 
annually over a five-vear period. 

Kantor has also restated Clinton's cam- 
paign promise to reinstate a "sharper" ver- 
sion of Super 301 — a weapon in the 1988 
trade law which gave the trade representa- 
tive special powers to identify countries 
which practise unfair trade, negotiate with 
them and retaliate if negotiation fails to 
produce satisfactory results. Super 301 
lapsed after two years and Kantor's pred- 
ecessor, Carla Hills, repeatedly rejected 
congressional offers to revive it. 

It is not yet clear when Super 301 will 
be reintroduced in Congress but officials at 
Tokyo's Ministry for International Trade 
and Industry have already taken up cudg- 
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els in the event that it is. Sozaburo 
Okamatsu, director-general of the minis- 
try's international trade policy bureau, told 
foreign reporters on 25 January that if 
Washington chose to take action against 
Japan based on Super 301, "that will invite 
retaliation." 

The Japanese Government has been 
characteristically cautious in its response to 
areas of friction other than Super 301. For- 
eign Ministry spokesman Masamichi 
Hanabusa says that Tokyo was "puzzled 
and resentful” over the US Department of 
Commerce's 27 January preliminary deci- 
sion that punitive tariffs ought to be im- 
posed on steelmakers from Japan and 18 
other countries, including South Korea and 
Australia. But the ministry added that it 
was “premature to draw a conclusion” 
about the new administration’s stance on 
trade issues from one case. 

“The most fundamental aspects of Clin- 
ton administration trade policy will not be 
discovered until the middle of the year,” 
says Yoshio Suzuki, chief counsellor at 
Nomura Research Institute. In the mean- 
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time, " the most important point is to com- 
municate with the Clinton administration 
and let them know the true aspects of Ja- 
pan’s efforts to stimulate the economy." 
The fear held by trade moderates in 
Washington and by bureaucrats in Tokyo 
is that until the Clinton team produces a 
more comprehensive trade policy, isolated 
cases such as the steel decision will add up 
to a programme by default. "If Clinton 
gives in to special interests, all other spe- 
cial interests will try to get similar deals," 
warns Robert Kapp, president of Washing- 
ton State's Council on International Trade. 
The first test likely to face Clinton is 
whether to respond favourably to the de- 
mand of the Big Three American car mak- 
ers to increase tariffs on Japanese minivans 
and "sport utility vehicles" from 2.5% to 
25%. Ford, Chrysler and General Motors 
have received encouraging signals from 
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Clinton himself, most recently at a meeting 
in Little Rock, Arkansas in early January. 
Kantor has pledged that he would raise | 
this tariff issue at the first meeting, to be. 
held soon, of Clinton's new National Ecos- 
nomic Council. Even if the president fails. 
to hit Japanese imports with higher tariffs 
through an executive order, the Congress 
can pass a law on the matter, as it tried to 
do unsuccessfully last year. This time the 
administration is unlikely to veto it, says 
Susan McKnight, a staffer at the Washing- 
ton-based Japan Economic Institute. : 
The Big Three are unlikely to stop there, с. 
either. They are threatening to file а dump- 
ing case against all imported cars, whose ' 
value last year exceeded US$45 billion. For 
this dumping complaint to succeed; the 
Commerce Department must rule that for- 
eign cars are being sold for less in the US 
than in the countries of origin. In addition, 
the International Trade Commission, an іп» - 
dependent agency, must agree that the- 
dumping is causing "material injury" to 09... 
car makers. A Japanese diplomat feels that 
Big Three's threat is a “trial balloon" as 
well as a form of harassment. 
Clinton's second trade challenge `: 
will be to finalise the subsidy and 
dumping margins for steel imports”. 
which the Commerce Department |. 





unfairly low prices in the US. Even: 


publican presidents, the Commerce | 
Department was often accused of © 
stacking the anti-dumping proce- 

dures against foreigners in calculat- 

ing the margins. 

The third big test Clinton will 
face is how to react to Japan's ap- 
parent failure to buy one-fifth of its 
computer chips from foreign com- 
panies by the end of 1992, in accord- 
ance with the US-Japan semiconduc- 
tor agreement reached in 1991. By 
America's count, the target was. . 
most unlikely to be met: foreign... 


firms held 15.9% of the Japanese market 


during the third quarter of last year. 

In a recent article, Laura Tyson wrote 
that unless the Japanese are seen to have 
made "bona fide effort" to increase foreign- 
ers’ share of their own semiconductor mar- 
ket, "some kind of sanction is warrant 
Kantor told the Congress that the 20% 
share for the foreigners is a "target," nota 
“commitment” but added that nonetheless, 
a future Super 301 could be used to punish 
Japanese failure to meet the target. 

Trade in semiconductors is not the only 
hi-tech issue between Washington and To- 
kyo. Two cases are pending in the area of 
technology trade and investment. In one 
case, a couple of US makers of ceramic 
packaging for semiconductors are asking 
for protection from Kyocera of Japan, the 
world leader in the industry, under a long- 
ignored statute, Section 232 of the trade 
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tentatively ruled were being sold at ; 


under the free trade-oriented Re- 
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enhancement act. The statute provides for 


import relief when US dependence on im- | 


Party of the first part 


ports “threaten[s] to impair the national 
security." 


In the second case, the Clinton adminis- | 
tration is being urged by critics to review | 


іне ргоровед acquisiden of Applied China tries to improve contract law 


the proposed acquisition of Applied 


electronics company, Nakamichi Peripher- 
als, a deal which was approved at the very 
end of the Bush administration. 
Congresswoman Cardiss Collins, who is 
leading demands for a review, says the 
Applied Magnetics' laser disk-drive tech- 
nology has important military applications. 

Beyond these individual issues, there is 
the question of what should happen to the 
structural impediments initiative talks, 


1 
Н 
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which are due to last at least until June | 


when a third annual report is expected. The 
talks were supposed to reduce the bilateral 
trade imbalance through each country 
tackling its own "structural" problems. But 
US trade hawks are frustrated by what 
they see as slow progress. 


University political scientist Joseph Nye 
believes that "a tit-for-tat [trade] retaliation 
is bound to create friction but probably less 
friction than would broad efforts to 
transform the structure of Japanese capital- 
ism into something resembling that of the 
US." " 
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LAW 


By Henny Sender in Peking 
f Ren Jian-xin is to be believed, the 
Year of the Rooster in China will also 
be the year of change. The president of 
the Supreme People’s Court is not refer- 
ring to economic or political reform, how- 
ever. Instead, he is focusing on something 
a little narrower — Chinese contract law. 
If Ren’s promise comes true, the move 


| towards stricter enforcement will arrive not 


a moment too soon. “Contracts in China 
have more of a sense of moral obligation 
than absolute rights,” says an American 
lawyer based in Peking. “There is no con- 


| cept that [they are] binding." 
Even a trade moderate like Harvard | 


China's inability to provide contract se- 


| curity to potential investors has hindered 


its efforts to attract joint ventures (and with 
them much-needed hard currency). For- 


| eign businessmen accustomed to Western 
| standards of legal protection have found 
| Peking's inconsistent attitude towards con- 
! tracts among the most frustrating aspects 


It was just a matter of time, really. Well, money, 
too. Our new double-stack high cube service to 


Midwest markets saves you both. The easy accessibili- 
ty of our on-site yard offers you faster cargo handling 
without any extra costs. 


of investment. Solve this problem, the logic 
goes, and the flow of overseas capital 
should increase. 

But that is easier said than done. 

The most significant problem up to now 
has been local protectionism. One major 
overseas bank learned that the hard way. 
It lent a state-owned enterprise the 
necessary funds to help build a joint- 
venture hotel in Tianjin. But months after 
the loans became overdue, the bank still 
had not been repaid. "We wanted to re- 
cover the money,” says one lawyer who 
worked on the case, "but they wanted con- 
cessions. To us, it was not a matter of con- 
ciliation." 

The bank quickly learned that the out- 
come of contract disputes — and indeed 
the whole emphasis of law in China — is 
more a question of agreement than the ap- 
plication of principles. 

Still intent on recovering its loan, the 
bank's lawyers approached the govern- 
ment. As a state-owned enterprise, they 








reckoned, central authorities would pick 
up the tab. Not so. The loan, they discov- 
ered, was not considered a sovereign risk. 
“You think you are dealing with China," 
says the same lawyer, "but in fact, you are 
dealing with a limited liability company 
capitalised at some nominal sum." 

Moreover, although Tianjin is not a 
small town, it swiftly closed ranks when 
faced with an outside threat. "The officials 
of the Tianjin court and the state enterprise 
sit together in other bodies," complains the 
lawyer. “Тһе attitude of the whole town 
was, ‘It’s our hotel [and] you are not going 
to take it away from us." 

Going to court did not help either. Re- 
luctant to execute an order that would en- 
able the bank to assume control of the ho- 
tel, the presiding judge refused to take 
quick action. As the months dragged on, 
the bank got the message and eventually 
restructured the loan. 

Nor is arbitration — theoretically a 
growing alternative to the slow-moving 
court system — always a viable option. 

In another case, a Chinese importer 
failed to pay for production equipment, 
claiming the machinery was defective. 
Half-way through the legal proceedings, 
the two parties came to a settlement which 
involved both payment from the Chinese 
side to the aggrieved foreign seller and 
damages. The Chinese promptly failed to 


It's just another example of how far we'll go 
to offer you the most efficient service on the East 
Coast. And we'll be able to go even further soon, 
thanks to our current $400 million expansion. It's 
growth that will give us another 300 acres and an 
additional 4,500 feet of berthing space. We've also 
upgraded our container status system with the 
speed of light efficiency of fiber optics. 








abide by the terms of the agreement and 
the matter went to arbitration. 

There, the foreigners were re-awarded 
not only the original agreement, but fur- 
ther damages as well. But still no payment 
was made. Recognising that enforcement 
was up to local courts — which favour the 
home team — the Chinese importers again 
refused to abide by the ruling. Back before 
the bench, a new judge supported them, 
terming the arbitrator's decision unfair. 
Why should the foreigners now be de- 


aree, 
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When you add it all up, you'll see why more and 











manding twice the original amount, the 
court wondered (as if the arbitrators' con- 
clusions were irrelevant). The case still has 
not been resolved. | 


Such local chauvinism is not uñ- > 


common. Recent attempts by Peking to 
alleviate the problem have not been. en: 
tirely successful, either. In the past, plain- 
tiffs could appeal to national authorities for > 
assistance against local courts’ parochial 
verdicts. But last year Peking closed down 
that avenue as part of a general move > 
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more cargo is sailing right through here. It's because 
we understand where your business is going now, 
and in the future. And we'll always be there with ideas 
that move you. ff you catch our train of thought. 
Ports of Virginia 


Gateway To America. 


Virginia Port Authority, 600 World Trade Center. Norfolk, VÀ 23510. 





USA: (8041 683-8000. Korea: (822) 759-6248 
Hong Kong: (852) 5255313. Japan: (813) 3508-2750. 
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towards decentralisation. 

Still, the hazards of such disputes may 
soon become a thing of the past, as Chi- 
nese law — like so much else in the 
country — turns to experimentation. Late 
last year when complaints grew more vo- 
cal, Peking tried to issue administrative 
rules qualifying the power given to local 
courts. 

In addition to several speeches made by 
the chief justice on the subject, word was 


also sent out at lower levels that the courts | 


should attempt to be more consistent and 
fair. "China has become vastly more legal- 
minded," notes Sally Harpole, an Ameri- 
can lawyer with Graham & James. “Тһеу 
are trying to give seminars and pass out 
sample contracts and handbooks." 

But as is often the case in experimenta- 
tion, some lawyers now worry that the 
pendulum has swung too far in the other 
direction. China, they say, might proceed 
from breathless inconsistency to inflexible 
uniformity, not daring to deviate from the 
model contract. "They lack creativity in 
applying the law,” frets one attorney. 

On balance, though, most observers 
agree that the positives are slowly begin- 
ning to outweigh the negatives. Although 
Hongkong’s Supreme Court on 27 January 





overturned an award granted by China's | 


International Economic and Trade Arbitra- 


tion Commission against a Hongkong | 


company, the judge presiding over the case 
took pains to point out that it was the first 
time he had reversed a decision of the com- 
mission. In roughly 40 other cases, he 
noted, “due process requirements have 
been fairly met." 

Further, the Ministry of Justice recently 
sanctioned the establishment of coopera- 
tive legal "firms" as an alternative to larger 
state firms. These have attracted some of 
the brightest, most committed Chinese 
lawyers. 

One important test of China's desire to 
reform its contract laws, however, concerns 
reciprocity. Parties can seek arbitration out- 
side China, but to date Chinese courts have 
been reluctant to enforce legal decisions 
reached overseas. American firms, for their 
part, have occasionally refused to do the 
same. 

The attitude of foreign investors will 
also be important in the reshaping of 
China's legal environment. In the past, 
overseas firms have shied away from ap- 
pealing the law not just because they think 
it futile, but for fear of alienating officials 
or customers. "Often, we hesitate because 
we don't want to rock the boat,” says a 


in China. 

Indeed, as difficult as reforming the 
country's contract regulations may seem, 
Supreme Court president Ren might find 
that convincing nervous businessmen that 
it is safe to invest is his biggest challenge in 
1993. " 
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Nike's new shop in Shanghai rides China's spending surge. 


MARKETING 


Consuming passions 


Retailers begin to realise their China dream 





By Mark Clifford іп Shanghai — — 00 


ow about a fun run? Nike manag- 
H: thought 3,000 people jogging 
through the streets of Shanghai 
would be a good way to celebrate the 


opening of their showcase store in 
this fashion-conscious city. Chinese secu- 


| rity authorities thought otherwise about 


this display of American exuberance. Re- 
sult: the store opened with just a brass 
band. 

Even so, the tiny 900-square-foot shop 
was crowded with shoppers from the mo- 
ment it opened in mid-January. Some came 
simply to gawk at the US$1 million circu- 
lar store and its flashy retail display. But 
the crowds were not just window-shop- 
pers. In its first four hours, the store took 
in Rmb 33,000 (US$5,700), two-and-a-half 
times its daily break-even volume. 

China developed as a cheap, high-qual- 
ity production base during the late 1980s. 
Now, increasing numbers of department 
stores as well as companies like Nike are 
stepping up their efforts to sell to the 
world’s largest consumer market. 

“I think the 1990s will be the dec- 
ade of China as a consumer base,” says 
Neal Lauridsen, Nike's Asia/Pacific vice- 


| president. The number of Chinese retail- 
lawyer who works for a big bank lending | 


ers carrying Nike shoes has more than 
quintupled to nearly 200 in less than two 
years. 

To be sure, some worry that the retail 
field could become too crowded. “There 
will be a shake-out,” predicts Paul Kua, 
chief executive of Tiger Enterprises, the 
holding company for the Chinese opera- 
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tions of Hongkong retailer Giordano. “I 
think this is going to happen very soon.” 
He believes retailers are overpaying for 
space in their eagerness to get into the 
mainland market. 

Some retailers are decidedly cautious. 
Hongkong's up-market Joyce Boutique 
Holdings will not open a store in Shanghai 
until 1995. "If I had a retail outlet in China 
now, with the inflation rate they have and 
with the currency depreciating, I would be 
very worried," asserts Roberto Dominici, 
Joyce's managing director. 

But for now, it is a sweet time for 
foreign retailers and the Chinese consum- 
ers who can afford their goods. Rapid in- 
come growth and large savings are under- 
pinning a surge in spending. Reliable 
figures are hard to come by, because of a 
large black-market economy and the dis- 
torting impact of subsidised food and 
housing. But Ron Cromie, the general man- 
ager of J. Walter Thompson China, esti- 
mates that household incomes are as high 
as Rmb 18,000 in Shenzhen, the special eco- 
nomic zone near Hongkong. In Peking and 
Shanghai the figure is a more modest Rmb 
7,000. 

"Our experience working in Hongkong 
and on the mainland leads us to believe 
that serious — and sustained — economic 
reform is producing a consumer market 
that finally warrants top-level attention — 
and action — from multinational com- 
panies," McKinsey & Co. consultants 
Stephen Shaw and Jonathan Woetzel write 
in a recent study. 

Say Shaw and Woetzel: "In practical 
terms, consumers in the more affluent ar- 
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eas of China may well be as rich as or 
richer than the average Malaysian, Thai or 
Indonesian consumer — even without tak- 
ing unreported income into account." 

For sheer volume, only a few stores in 
the world can match China's busiest de- 
partment stores. On a peak shopping day 
just before the Lunar New Year holiday, 
Shanghai's Hualian Department Store wel- 
comed an estimated 300,000 customers 
who spent some Rmb 7 million. 

With these kinds of numbers, it is no 
surprise that clothing and apparel compan- 
ies are jumping into China. Esprit recently 
opened a shop just down the block from 
Nike's Shanghai store on the fashionable 
Huai Hai Road. And Playboy Enterprises, 
which has more than 30 retailers selling its 
goods, has started to produce in China for 
the local market. 

But it is two Hongkong-based compan- 
ies — Giordano and Goldlion — whose 
efforts in China stand out. In Shenzhen and 
Guangdong, retailer Giordano has opened 
four stores in the past six months. By the 
end of the year, says Kua, the company 


Where the money is 





hopes to have between 15 and 20 stores in 
China. 

While Giordano’s stores in Hongkong 
are a compact 1,000-2,000 square feet each, 
its outlets in China are as large as 15,000 
square feet to accommodate the greater 
variety of styles demanded by Chinese 
consumers. In Hongkong the company 
stocks 80 basic styles while in China it has 
230, nearly three times as many. 

Upscale footwear and apparel compan- 
ies have been able to benefit from a 
spillover effect in Shenzhen, where many 
people watch Hongkong television. But for 
the most part, building brand awareness 
— and convincing Chinese consumers to 
pay a stiff premium for their products — 
has required big dollops of both imagina- 
tion and persistence. 

One of the earliest and most successful 
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has been Goldlion, а manufacturer of high- 
end accessories like neckties and belts that 
gets more than 60% of its sales in China. 
Goldlion started advertising in the Chinese 
market in 1983, three years before it started 
selling in China, doing everything from 
sponsoring football tournaments to adver- 
tising on buses. 

Goldlion chairman Tsang Hin Chi is 
also proud of his political connections. He 
is one of the few overseas delegates to the 
National People's Congress and the walls 
of his office are covered with pictures of 
him with Chinese leaders such as Premier 
Li Peng and Communist Party chief Jiang 
Zemin. 

Tsang also takes advantage of the pub- 
licity he gets from his charitable activities 
— donating buildings to schools, universi- 
ties and government organisations. So far, 
Tsang, who was born in China, says he has 
donated more than 20 buildings worth 
some HK$200 million (US$26 million). He 
is also backing China's bid for the Olympic 
Games with a campaign to collect 10 mil- 
lion signatures from shoppers. He sees to it 
that this patriotic marketing effort high- 
lights Goldlion's belts and neckties. "We 
let our customers know that this is a Chi- 
nese brand and they are proud of it,” Tsang 
says. 

Goldlion's sales in China have nearly 
doubled each year since 1988, to НК%260 


million in 1992. This year Tsang estimates , 
Goldlion will sell HK$400 million through | 


its 460 sales outlets in China. 
Selling in China requires a more direct 


approach than in developed markets. The | 


fuzzy, soft-sell image advertising that is 
common in the West is a non-starter. Tiger 


Enterprises’ Kua says that one informal fo- | 
cus group of Chinese consumers thought a. | 
Giordano advertisement featuring Brazil- | 
ian carnival dancers was meant to sell film | 
or paint. "You have to have more of a | 
product focus," says Kua, who notes that | 


the advertising must be even more direct 


in the hinterland. "In Chengdu, you have | 


r 


to say, Tm selling cotton polo shirts. 


Tiger now spends about 3% of its rev- | 
enue on advertising but as sales increase | 
that figure will drop to less than 2% by the | 
end of this year. Kua expects 1993 revenue | 
in China to be in the region of US$100-125 | 
million and says that the company’s China | 


operations will be profitable. 


The dream of selling in China is, of | 
course, nothing new. But the dream is at | 


last becoming a reality for many retailers. 


Although Nike did not win permission for | 
the run through Shanghai's streets, it did | 
arrange something just as eye-catching. At | 
а gala dinner to celebrate the store's open- | 
ing, six scantily clad women — the few | 
clothes they were wearing came from | 
Nike’s line — did aerobics to the tune | 
"New York, New York,” and Madonna's | 
“Material Girl,” fitting songs for the dawn- : 
ing of the age of the Chinese consumer. ш | 
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Making the 
shoe fit 


Advertising reflects 
appeal to Asians 


ream Team star Charles Barkley 
р: a basketball through the 
streets of a stage-set Tokyo. Squar- 
ing off against him is Asia’s biggest ath- 
lete, Godzilla. Welcome to the first televi« 
sion advertisement that Nike has made ex-: 
clusively for an Asian audience. “Anybody. 
who thinks they can translate what they 
have in Peoria or Duesseldorf is sadly mis-" 
taken," says Neal Lauridsen, Nike's Asia/ 
Pacific vice-president. | 
Until recently, though, Nike would’. 
make advertisements for a US audience 
and let its overseas operations dub the 
soundtrack. "You'd have a black basket- 
ball player mouthing Mandarin,” recalls 
one Nike executive. "It was pretty stupid.”. 
Nike used only to make its shoes and 
sportswear in Asia. But now it is increas- © 
ingly selling here as well. The region will - 
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Japanese trading house reassesses its role 


By Louise do Rosario in Tokyo 


; hen Naohiko Kumagai took over 
W the presidency of Mitsui & Co. 
two-and-a-half years ago, the 
outlook at Japan's oldest trading house was 
decidedly positive. Mitsui had just 
completed an 11-year, ¥192 billion write- 
off of a petrochemical project in Iran. Op- 
erating profit was rising steadily, and net 
income was on the way to a 13% full-year 
ain. 
The outlook has darkened. Operating 
income slid 15% in the year ended last 
March, and net income plunged 34%. For 
this fiscal year, Mitsui is looking at an 11% 
fall in net income. The problem is partly 
Japan's present economic slump, partly 
something bigger and more pro- 
tracted: the declining role of the gen- 
eral trading company, once an in- 
dispensable player in Japan's eco- 
nomic miracle. 

Mitsui, founded in 1876, is the 
rototypical sogo shosha, as these 
irms are known. A global company 

with 160 offices in 87 countries, it is 
not only a low-margin, high-vol- 
ume, commodity-based trading 
house, but also financier, project or- 
ganiser and researcher. Two decades 
ago, the nine biggest sogo shosha — 
Mitsui, Mitsubishi, Itochu, Sumi- 
tomo, Marubeni, Nissho Iwai, 
Потап, Kanematsu and Nichimen 
— accounted for 31% of Japan's GNP, 
but by 1991 only 25%. 

The reason: competitors are pro- 
viding alternatives to its diverse functions, 
and the Japanese economy is moving to- 
ward higher-value, information-intensive 
industries that have little need for what 
sogo shosha have traditionally offered. 
While most Japanese firms are grappling 
with an earnings crunch, the sogo shosha 
appear likely to have a slower, more pain- 
ful recovery because they must solve long- 
term structural problems as well. 

One clear sign of Mitsui's own decline 
is the consistent fall in its gross profit mar- 
gin, from 2-3% two decades ago to the cur- 
rent 1-1.5%. In the booming 1980s, grow- 
ing sales disguised the problem. But with 
profits plummeting recently, “sogo shosha 
like Mitsui are braving a long, gloomy and 
difficult winter,” says Yoshihide Uchida, 
research manager at Sumitomo. For the 
year to 31 March, analysts expect the top 
nine sogo shosha to suffer a 17% fall in 
recurring profit, to ¥3 trillion (US$24 bil- 
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lion) and a 4.4% drop in sales, to Y11.4 tril- 
lion. 

Perhaps the sogo shosha's key problem 
is its diminishing role as middleman for 
industrial Japan — a trend expected to ac- 
celerate as more Japanese firms set up their 
own global networks. In the early post- 
World War II period, Japanese manufac- 
turers relied on sogo shosha to shop for 
raw materials and equipment worldwide 
and to sell the finished products, while the 
manufacturers themselves concentrated on 
building factories and products. 

"When I started in the late 1950s," re- 
calls Takashi Inomata, a Mitsui director, 
“Тарап had no advanced technology, so 
Mitsui imported advanced technology and 
equipment from the US and Europe. That 


Mitsui in retreat $ 





was our main job.” In the 1960s, the dec- 
ade of fastest growth for sogo shosha, 
Mitsui's revenue grew sixfold to Y4.1 tril- 
lion. Sogo shosha also performed another 
important function, providing trade and 
other finance, especially to smaller firms, 
in capital-scarce Japan. 

By the early 1970s, these comfortable 
niches were being slowly eroded as Japan- 
ese firms gained greater access to markets, 
money and information. Automobile, elec- 
tronics and other young industries in par- 
ticular, not bound by old business obliga- 
tions, were exporting on their own to ma- 
jor markets. Toyota Motors, though a 
member of the Mitsui industrial-trading 
group, set up its own trading firm, Toyota 
Tsusho, as early as 1948. The unit now has 
sales of ¥2.3 trillion a year. 

In the 1980s, even big retailers such as 
supermarkets and department stores began 
importing for themselves, while setting up 
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more stores worldwide. One telling statis- 
tic: import and export business has 
dropped to 31% of Mitsui's sales from 40% 
in 1980. (Offshore trade and domestic 
transactions account for the rest.) 

“When I was working in the London 
office 20 years ago, manufacturers used to 
ask for our help,” says Inomata. “Now, 
they just drop in to say hello." 

Another structural weakness of the sogo 
shosha is their continued reliance on a 
handful of commodities, making them 
"very sensitive to business cycles," says 
Mineko Sasaki-Smith, research manager at 
Credit Suisse. Mitsui is especially vulner- 
able. Iron and steel, chemicals, energy 
products, non-ferrous metals and food- 
stuffs account for an above-average 6746 of 
its revenue. Other sogo shosha have a simi- 
lar revenue structure, though Itochu and 
Marubeni have a higher dependence on 
textiles, and Mitsubishi on machinery. 

Handling such low-margin goods has 
become increasingly expensive as fixed 
costs rise. Labour costs are especially heavy 
for Mitsui, which has a large number of 
middle-ranking managers hired during its 
high-growth decades and successive 
mergers. In the fiscal year ending on 
31 March, 1991 (the last year for 
which comparable statistics are 
available), Mitsui's personnel costs 
totalled Y110 billion, the highest of 
the top nine. By contrast, Itochu, the 
biggest in sales, had a labour bill of 
Y73 billion, while Mitsubishi, the 
most profitable, paid out Y108 bil- 
lion. 

Mitsui's managers have long rec- 
ognised the need to broaden their 
revenue base as Japanese demand 
for such materials slows, the 
economy matures and production 
shifts overseas. But the search for 
new high-growth businesses has 
had limited success. 

Over the years, Mitsui has tried 
plans such as the 1979 “RDS” (return to 
dominant status) campaign and its 1986 
long-term restructuring strategy. Mit- 
subishi had its 'K Plan' in 1986, and Itochu 
its Innovation 93, in 1989. АП these ‘visions’ 
called for more higher value-added and in- 
formation-intensive ventures, such as elec- 
tronics, new materials and biotechnology. 

Mitsui has had some success involving 
itself more in the higher value-added, 
downstream business of major resource- 
development projects. Its plant exports 
provided a healthy source of revenue in 
the 1980s. Mitsubishi, the most aggressive 
in expanding in financial services, has 
made some advances in merchant bank- 
ing. Sumitomo, the most successful of all 
sogo shosha in domestic retailing, has set 
up a popular supermarket chain. 

With their huge financial assets, a fea- 
ture of sogo shosha as trade intermediar- 
ies, the industry also did fairly well in 
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HATCHING IN THE YEAR 
OF THE CHICKEN 
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CONSULT THE МОМКЕҮ 


n understanding of events and developments during the 
year of the monkey (1992) will provide a winning edge 
for those seeking success in Asia during the year of 
the chicken (1993). Business, financial and political 
outlooks have altered in the wake of dramatic changes sweeping 
through the region. Accurate information 
is critical. For 34 years business leaders, scholars and ASIA 
politicians from around the world have relied on the Far 

Eastern Economic Reviews Asia Yearbook for vital 
information on the ever-changing political, social and 
economic scenes. As the world has changed, so too has the 
Asia Yearbook. The 1993 Yearbook includes a chapter on the 
newly independent Central Asian republics and once again 
provides in-depth strategic statistics on the military power 
of all Asian countries. Order your copy today. 
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zaiteku, or financial, activities. In the year to 
March 1989, Mitsubishi, the most success- 
ful of the top nine in this area, generated 
Y25 billion, or 35% of its recurring profit, 


| from its ¥2.6 trillion zaiteku funds. Mitsui 
| was not an active zaiteku player because it 


had little spare cash left after writing off 


| the defaulted Iranian project. 


But none of these efforts has produced 


| à clear triumph, and attempts to shake up 


| crunch it expects in the next 


one industry estimate. 


operations lost urgency with the late-1980s 
boom. While Mitsui's profit margins re- 
mained at 1-1.5%, net income soared for a 
while (by 52% in fiscal 1987 and 74% the 
year after). 

With Japan now in a slump, however, 
restructuring is back on the agenda. Other 
sogo shosha have done worse than Mitsui 
because their heavy exposure in specula- 
tive stocks has left them with a mountain 
of debt and portfolio losses. But Mitsui has 
had to cut costs and streamline operations 
to survive the earnings 


few years. In October 1991, 
the company consolidated 
its divisions to 21 from 76. 
Six months later, it intro- 
duced a large-scale early- 
retirement scheme to cut its 
payroll by as much as Y6 
billion a year, according to 


The aim is to have a 
leaner but more centralised 
Mitsui. "Restructuring is 
important for survival," 
says Goto Watanabe, an ex- 
ecutive managing director. 
Other sogo shosha are ex- 
pected to announce similar 
moves. 

Mitsui has also sold unprofitable assets 
to generate cash for new investments. In 
fiscal 1991, it sold Y20 billion in sharehold- 
ings. The company plans to sell about one- 
sixth of its 29.4% shareholding in Nippon 
Air Technologies, a specialist in air condi- 


| tioning. 


"]ts a very difficult task (to sell such 
assets),” says Watanabe. “We have to ask 


| our old friends to understand, to give us a 


chance to sell their old shares for new joint 


| ventures. We don't do that to make our 


balance sheet look good, but to reduce li- 
abilities and to create new business." 
These steps will help Mitsui squeeze 
more value from its existing resources, but 
the company's offshore business represents 
the best bet for strong growth. The share of 
third-country trade in Mitsui's total trans- 
actions has risen in value terms from 21% 
in 1981 to the current 27%. Mitsui has a 
long tradition as a global trader: A century 
ago, it was already exporting zinc in Ma- 
laysia in exchange for machinery imports 


| from Britain. 


In high-risk, developing countries — 


| such as China and Russia — big Japanese 
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Mitsui's Kumagai wants to 
centralise. 


manufacturers continue to find it more 
cost-efficient "to pay us a commission to 
do the selling for them" rather than setting 
up their own sales network, says a Mitsui 
executive. Japan's offshore factories also 
find it easier to have Mitsui help in export- 
ing to a third country or arrange complex 
barter and compensation deals. 

Another source of growth appears to be 
joint ventures with non-Japanese firms. As 
an equity investor, a sogo shosha becomes 
an insider that can spot and arrange lucra- 
tive deals as the venture develops. In Thai- 
land, for example, Mitsui has more than 
100 affiliated companies involved in joint 
ventures with local business groups such 
as Siam Cement and Bangkok Bank. 

Mitsui is a particularly strong player in 
Asia, with a formidable network of 40 of- 
fices and over 330 Japanese executives. 
“We used to concentrate on the US and 
Europe because those were the main mar- 
kets,” says Shojiro Arita, а 
Mitsui executive vice presi- 
dent. “But in the next two 
to three years, this region, 
especially China, is going to 
have the highest growth.” 

In China, an emerging 
battlefield for sogo shosha, 
Mitsui lags behind Itochu 
and Sumitomo in terms of 
manpower and geographi- 
cal spread. But its strength 
in putting together big 
projects may make it the 
top player eventually, says 
Iwao Kubo, who has writ- 
ten several books on sogo 
shosha. Mitsui’s trade with 
China totalled US$1.6 bil- 
lion in fiscal 1991 ranking it 
fifth among sogo shosha. 

Mitsui has also targeted, but with less 
success, the domestic Japanese market. 
When domestic consumption was boom- 
ing, sogo shosha tried to expand their mar- 
ket share through cooperation with small 
and medium-sized firms. But a third of 
Mitsui’s subsidiaries, many devoted to new 
domestic businesses such as information, 
leisure and retail, are in the red. Sogo 
shosha, skilful in handling bulk, low-tech 
commodities, find managing small-lot, hi- 
tech businesses a bumpy path. Competi- 
tion is also getting stiffer: Other non-sogo 
shosha Japanese firms are also branching 
out as traditional industries and markets 
mature. 

The most promising sector at home is 
the recently liberalised telecommunications 
market, estimated to grow to ¥130 trillion 
in sales by 2000. Mitsui has minor stakes in 
long-distance domestic and international 
carriers. It is also a partner in Japan’s two 
satellite-communication companies, both 
led by sogo shosha that hope to repeat the 
highly successful roles they played as or- 
ganiser in exporting big plants. a 
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Dig is still 
beautiful 


espite its declining role in Japan's 

economy, the sogo shosha’s skill at 

engineering projects and organising 
big steel, petrochemical and other plant 
exports remains a long way from being ob- 
solete. 

Sogo shosha began pursuing such busi- 
ness in earnest in the late 1970s, and they 
fine-tuned their skills in the 1980s. Today, 
^we have no competition in the world," 
says Takashi Inamata, a director of Mitsui's 
plant and project group. So good are Ja- 
panese trading firms in this area that "it's 
meaningless to fight against each other and 
lose much time and money; so we work 
together sometimes." 

Mitsui regularly wins Y300-400 billion 
(US$2-3 billion) in big engineering con- 
tracts each year. Although demand for 
these projects has slowed in the Middle 
East, orders from Asia and other develop- 
ing countries are expected to grow. 

In a typical deal, the sogo shosha brings 


together engineering, machine, construc- 
tion, insurance, shipping and other firms 
to make a proposal for tender. To sweeten 
the package, especially for developing 
countries short of money, the sogo shosha 
usually arranges buyers for the steel, 
chemicals or other finished products to 
cover part of the bill. Sogo shosha also ar- 
range soft loans for their clients. 

The sogo shosha approaches a foreign 
government with elaborate plant and in- 
frastructure proposals. After this plan is 
approved, it presents the proposal to the 
Japanese Government to win concessional 
funding. Such initiatives have won sogo 
shosha a reputation as frontline soldiers of 
Japan Inc., winning big contracts proposed, 
funded and built by Japan. 

Big-ticket contracts are often won 
because of the sogo shosha's strong net- 
work of information, personnel connec- 
tions and other resources. Elsewhere in the 
world, its role is played on a smaller scale 
by investment bankers or engineering 
firms. Japanese engineering firms, more 
geared to the domestic market, rarely ven- 
ture overseas independently. 

A good example of Mitsui's plant 
exports is a 270,000-tonne paraxylene fa- 
cility started in 1984 for Pertamina, Indo- 
nesia's state-owned oil and gas firm. Mitsui 
organised a syndicate of Japanese banks to 


LIFICATION NOTICE 


PROJECT NO. A 


lend US$520 million to Pertamina, which : 
first obtained an advance from Mitsui, It 
also arranged for Chevron Chemical of the. 
US to buy the paraxylene and benzene out- 
put of the plant for 10 years. The construc- 
tion contract went to JGC Corp., a member 
of the Mitsui group, and UOP of the US. 
Mitsui also teamed up with NKK 
Corp., a Japanese steel and shipbuilding 
firm, for a large-scale refuse-incineration 
plant in Taiwan. This was just one case in 
which Mitsui helped a Japanese client with 
little overseas experience win its first such x 
order abroad. um 
One big project to which Mitsui hopes. 
to apply its abilities as organiser, risk-taker; “ 
financier and contractor is energy explora- 
tion near Sakhalin Island. In March last) 
year, Mitsui teamed up with two US com: | 
panies, Marathon Oil and McDermott In- / 
ternational, to conduct a feasibility study с. 
there. Sakhalin is home to potential тез 


serves of 100 million tonnes of oil and 400. .: 


billion cubic metres of gas. The exploras- 
tion, if pursued, would cost US$8-10 bil: 
lion and take a decade or more to com: 
plete, a Mitsui official notes. ix 

^We can do many things [to complete D 
the deal]: arrange the financing, sell the | 
pipes and secure stable buyers,” he says. 
"This may turn out to be our biggest . 
project in future." ш Louise do Rosario · 
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(Population & Health IV — Contraceptive Supply Project) 


The Commission of the European Communities (CEC) has given a grant of approximately ECU 20 million to the Government of Bangladesh, to finance the 
purchase of approximately 840 million pieces of condoms over the next five years. This project is part of the Fourth Population and Health Project, and its 
objectives are to ensure a continued reliable supply of condoms through the Government of Bangladesh and NGO distribution systems plus a Social Marketing 
Company. 

EuroPA S.A. have been contracted by the CEC on behalf ofthe Government of Bangladesh to seek tenders, place contracts, inspect, ship and monitor the arrival 
of condoms in Bangladesh. 


The eligible sources of supply for this project are as follows:- 
2) Indonesia 
5) Sri Lanka 


1) EEC member countries 
4) Vietnam 
7) Thailand 


3) Malaysia 
6) India 


"Manufacturers who wish to register for pre-qualification should submit the following:- 


Copies of certification of manufacture to ISO 4074/7 standard. 
Copies of certification of manufacture to BS 3704 standard. 
Copies of certification of manufacture to Section 6 of ASTM D3492. 
Copies of certification of manufacture to WHO specification. 
Details of previous work experience of large condom supplies. 
Copies of the last 3 audited company accounts and balance sheets. 
These documents to be supplied to: 
EuroPA S.A. 
St Nicholas House 
St Nicholas Road, Sutton, Surrey 
SM1 IEL, UNITED KINGDOM 
Tel: 44-81-770 9688 Fax: 44-81-770 9773 Tix: 916205 CALOND G 


by 19 February 1993. 


EuroPA S.A. will only issue tenders for the supply of condoms to those potential suppliers who have been pre-qualified, АП applications must includea . 
remittance of US$100.00. Successful suppliers will subsequently receive tender documents, suppliers who do not pre-qualify will have this deposit returned: 


Any questions relating to this pre-qualification notice should be sent to EuroPA at the above address. Please note that applications for pre-qualification will 
not be accepted by telex or facsimile. 
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Burning issues 


Malaysians ponder a series of calamities 





By Doug Tsuruoka in Kuala Lumpur 

rime Minister Datuk Seri Mahathir 
P Mohamad must be thinking twice 

before stepping outside Malaysia 
these days. He was on a trip to Europe last 
September when a power failure knocked 
out electricity to nine of 11 West Malaysian 
states. Less than a month later, he was vis- 
iting Japan when a fire destroyed the con- 
trol tower of Malaysia's main airport at 
Subang. 

The September blackout was blamed on 
à lightning bolt that allegedly struck power 
transmission lines in the state of Tereng- 
ganu. In the case of the airport blaze, a man 
was arrested on suspicion of arson (the 
case has yet to come to court). 

But the causes of 10 of the 15 other ma- 
jor fires that have hit public or government 
facilities in Malaysia in the past three years 
remain a mystery. 

Even more worrisome, the frequency of 
the fires seems to be increasing. In 1992 
alone, seven blazes occurred in or near 
Kuala Lumpur. In addition to two 
incidents at the airport, the fires damaged 
a hospital, various government offices and 
a university hostel. In early December, the 


Major fires in Malaysia 


Government facility 


second floor of the capital's High Court 
building and the annex of the Home Min- 
istry were gutted within 24 hours of each 
other. The fires have even struck close to 
Mahathir himself: one of the airport blazes 
destroyed a row of duty-free stores owned 
by his daughter. 

Already, 1993 has seen its first entry in 
the list. On 26 January, federal-government 
offices in the former seaport town of Ma- 
lacca were gutted. (Ironically, that day's 
edition of Malaysia's New Straits Times 
newspaper had carried an editorial headed 
Another Year of Fires?) 

Officials in Kuala Lumpur are anxious. 
More than the M$100 million (US$39 mil- 
lion) in financial damage the fires have 
caused, they fear the infernos will affect 
foreign investment, which last year 
reached M$18 billion. 

Their worries may be justified. "I am 
deeply concerned about this kind of infra- 
structure problem," says the manager of 
a Swiss watch factory in the northern city 
of Ipoh. 

On the face of it, there is no link be- 
tween the fires. Arson has been ruled out 
as à common cause, given the diverse na- 
ture of the locations. Wilder theories — in- 


Suspected cause | Location 





_| 3 blocks at University of Malaya hostel 


Petaling Jaya 


і Unknown | 





Kedah police headquarters 


Short-circuit | Kedah 








| Faculty building, University Agriculture Malaysia T 


Unknown Serdang 





| Wing of Petaling Jaya District and Land Office 














Works Ministry complex 


Unknown Petaling Jaya 





Unknown 1 





Block behind National Museum 


Kuala Lumpur | 
Explosion in E 





elec. equipment | Kuala Lumpur 





Oid Kuala Lumpur City Hall 


T Sparks from torch Kuala Lumpur 








Kuala Lumpur International Airport duty-free area | 


Electrical fault | Subang 





Unit of Kuala Lumpur General Hospital 


Unknown Kuala Lumpur 








University of Malaya girls’ hostel 





Unknown Kuala Lumpur 





Kuala Lumpur International Airport contro! tower 


Arson Subang 








| Road Transport Department 


Unknown Penang 





High Court building 


Short-circuit Kuala Lumpur 














Kuala Lumpur 





Short-circuit | 





. j Home Ministry logistics branch 
[n Dec. ЕЕ welfare offices 


Kota Kinabalu 
Unknown Sabah 

















Unknown, 
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cluding one that agents of the US Central 
Intelligence Agency set the fires in retalia- 
tion for Mahathir's anti-Western views — 
lack evidence as well. 

Many people in the federal district, 
however, believe one explanation may be 
the growing pains associated with Malay- 
sia’s booming economy. Six of the blazes 
have officially been attributed to. electrical 
faults. Such faults are common in old 
buildings whose circuits are overtaxed by 
increasing use, or where construction 
standards have been skimped to cut costs. 
“The infrastructure has been over- 
stretched,” says Roger Bertelson, president 
of the Kuala Lumpur-based American 
Business Council. 

A 6 December report in the New Straits 
Times concurs. It cites local fire officials as 
saying that defective wiring tops the list of 
probable reasons for the fires. 

The article also quotes a senior ex- 
ecutive in the Department of Electricity 
Supply as linking slipshod wiring to the 
high demand for local contractors. 

But Malaysia’s construction problem 
lies not in lax building laws (it has some of 
the toughest in the world) but in enforce- 
ment. Fire and other officials admit that 
routine building inspections have not kept 
pace with the number of new or renovated 
buildings. 

Nor do many buildings have basic 
fire-prevention features that function. Take, 
for example, the case of a 20-storey sky- 
scraper in Kuala Lumpur in which the 
sprinkler system had water pipes attach- 
ed to it only on the first 10 floors. “All 
the sprinkler heads above the tenth floor 
were cosmetic,” says Ahmad Fisal, an en- 
ergy consultant who inspected the build- 
ing. 

But why should shoddy building prac- 
tices lead to so many fires in such a short 
period of time? Faulty wiring and poor 
construction are common in many devel- 
oping countries. 

One increasingly popular theory holds 
that the fires are related to the power out- 
ages that have plagued Malaysia over the 
past three years. The technical basis for this 
argument rests with the fact that abrupt 
changes in electrical current can trigger 
short-circuits, which, in turn, can lead to 
fires. 

Lee Eng Lock, a Singapore-based elec- 
trical engineer familiar with Malaysian 
power systems, notes that sharp fluctua- 
tions in voltage can cause motor-driven 
electrical equipment to momentarily ab- 
sorb more power. As this happens, the 
wires in the equipment overheat, eventu- 
ally reaching temperatures high enough to 
cause a fire. 

Tenaga Nasional, the national power 
corporation, denies there is a connection 
between the fires and recent disruptions in 
the electricity supply. “There is no power 
fluctuation at the Tenaga Nasional grid 
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system," says Ibrahim Haji Hassan, the 
utility’s public affairs manager. "Voltage at 
the customer level is maintained within 
specified limits using automated regula- 
tory equipment." 

But one source close to Tenaga chal- 
lenges this assertion. “That is a lot of non- 
sense," a former power engineer told the 
REVIEW. “If you take a voltage meter and 
measure current output at various times of 
the day, you will find wide variations in 
the current." 

Further, the former engineer suspects 
many of the fires could be the result of a 
"thump" effect caused when power is sud- 


denly cut off to large, energy-consuming | 


facilities. The abrupt drop in voltage, he 


says, can produce an effect that creates | 


sparks in old or defective wiring. The re- 
sulting damage can take days or weeks to 
develop into something more serious, he 
adds. 

Speculation linking the fires to Malay- 
sias troubled power system has also 
come from other quarters. Criminal Inves- 
tigations Department director Datuk 
Zaman Kahn said in a 4 December press 
conference that a short-circuit may have 
caused the fire that destroyed the second 
floor of the High Court building. Ruling 
out a "foreign link" to the blaze, he told 
the Star newspaper that in addition to the 
possible electrical defect, there had been 
“many power failures" just before the inci- 
dent. 

Some analysts have observed that many 
of the buildings that have burned are 
either new or have been recently reno- 
vated. This lends credence to the idea that 
shoddy workmanship and wiring are at 
least partially to blame. The international 
airport terminal at Subang, for example, 
had undergone extensive renovation over 
the last decade, and the High Court build- 
ing had been restored within the last three 
years. 

There is still no concrete evidence that 
defective wiring in conjunction with un- 
stable electrical currents is responsible 
for the blazes. But Lee and others argue 
that the information now available de- 
mands that immediate checks be carried 
out on all public facilities that have 
either old or recently installed electrical 
systems. 

This could be done by matching 
wiring samples from a building against 
the specifications stipulated in its blue- 


prints, Lee and others say. Records of | 


power-supply irregularities should also be 
matched against the sites and dates of re- 
cent fires to see if there is a correlation, 
they suggest. 

If the answer is positive, Malaysia may 
have found a rational explanation for its 
recent run of bad luck. But that might not 
prevent Prime Minister Mahathir worry- 
ing about the home front next time he goes 
abroad. " 
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Crude 
optimism 


Peking pins faith on 
| oil tenders 





| By Carl Goldstein in Hongkong 





ope springs eternal, or so it seems 
from the number of foreign oil 
| firms readying bids on offshore oil 
| blocks in the East China Sea. More than 20 
| companies have bought geophysical data, 
paying up to US$1 million for the privi- 
lege, according to officials at the China 
National Offshore Oil Corp. (Cnooc). 

Cnooc is offering two blocks totalling 
| 73,000 square kilometres. The smaller, 
northern section lies 230 kilometres east of 
Shanghai, while the larger section to the 
south is located about 110 kilometres east 
of Wenzhou. 

Cnooc liaison officer Cao Sanyong says 
he expected at least this number of com- 
panies to make formal bids by the June 
deadline. On the face of it, his optimism 
might seem misplaced. 

Oil companies, most of them Western 
ones, have spent US$3.2 billion looking for 
oil in China's waters since 1982 — with 
precious little to show for it. (The Chinese, 
though, have a different view. In Cnooc's 
1991 annual report, this sum appears as 
the Chinese state-owned company's No. 1 
"achievement" since the start of Sino-for- 
eign oil cooperation.) 

What's more, international oil com- 
panies' profitability has been dragged 
down for the past two years by a world- 
wide oil glut and recession in their major 
markets. Combined with persistently low 
oil prices, companies are hard-pressed to 
find money for exploration work in more 
marginal parts of the world. 

Yet China has a couple of things going 

for it that could help it overcome these dis- 
advantages and still net a reasonable haul 
of bidders. One is a flexible attitude on the 
part of the oil bureaucracy. "Our terms are 
very competitive, very flexible," says 
| Cnooc vice-president Chen Binggian. 
No wonder, given the poor results of 
| past exploration activities in the South 
China Sea. Thus, Cnooc has made it much 
easier and cheaper for companies to relin- 
quish blocks that fail to yield sufficient oil 
for commercial development. 

Cnooc's new terms also more closely 
match natural conditions in China's off- 
shore waters. There are substantial poten- 
tial reserves, but they are located in rela- 
tively small fields, which raises the cost per 
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barrel of getting the deposits out. 5o Cnooc 
allows the foreign company a bigger share 
of the take from smaller fields, while the 
split declines in favour of the Chinese as 
the reservoir size increases. 

The results of foreign oil companies' 
exploration activities in the East China Sea 
will not become apparent for years. But it 
is extremely unlikely that offshore oil will 
compensate for stagnating production 
from China's main onshore fields. 

Total offshore production last year 
amounted to a mere 3.5 million tonnes, or 
2.5% of China's total output of 140 million 
tonnes. Some 2.5 million tonnes came from 
the South China Sea, mainly in several 
fields near the mouth of the Pearl River. A 
further 1 million tonnes were produced by 
a number of small fields in the Bohai Gulf 
in northern China. 

Chen predicts that offshore production 


China’s offshore oil search 


| Blocks on offer 
| Existing blocks 


., North 
( section 
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will peak at about 10 million tonnes in 1997 
but then will decline gradually. The in- 
crease is mainly based on projected output 
from southern fields. The biggest produc- 
ers have been two fields operated by the 
so-called ACT consortium, which groups 
Agip of Italy and Chevron and Texaco of 
the US. In November, the same group 
signed a contract in Peking to develop two 
new fields adjacent to the existing reser- 
voirs, committing to spend a further 
US$280 million. 

For China, hitting the target of 10 mil- 
lion tonnes would still amount to little 
more than a drop in the bucket. China’s 
requirements have been growing by 7% 
annually over the past few years. Cnooc 
estimates that China’s total offshore “oil in 
place” amounts to about 850 million 
tonnes, or 6 billion barrels. This is an ex- 
tremely speculative estimate and refers 
simply to how much oil is present. 

More significant is what portion can be 
economically recovered — perhaps as little 
as 10-20%. Thus, it seems clear that China 
must look far to the northwest, to the re- 
mote Tarim Basin, for any real solution to 
its impending oil shortage. a 


Main oil fields 


Source: China National 


Gas fields Offshore Oil Corp 
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Into a corner 


Philippine phone monopoly assailed by critics 


By Rigoberto Tiglao i in Manila 
Р. hilippine businessman Antonio Co- 


juangco is a man under siege. Not 

only is he struggling to keep control 
of Philippine Airlines, but he is also having 
to confront attempts to curb the monopoly 
power of another firm over which he pre- 
sides, Philippine Long-Distance Telephone 
(PLDT). 

In defending PLDT, he faces a powerful 
adversary in the shape of President Fidel 
Ramos, who said on 25 January that he was 
“definitely” in favour of dismantling its 
monopoly. But Ramos is moving cau- 
tiously. A sudden move to break up PLDT 
could send the stockmarket into a tailspin. 
And he knows well that Cojuangco’s fam- 
ily is one of the most influential in the land 
— Antonio’s aunt, Corazon Aquino, was 
Ramos's predecessor — and PLDT has 
proved adept over the years at preserving 
its privileged position. 

But at the moment the tide appears to 
be moving against Cojuangco. Six months 
ago, he was being described as the most 
powerful businessman in the Philippines, 
as head of two of the country’s most im- 
portant companies. The airline seemed set 
for a bright future and PLDT's near-mo- 
nopoly appeared secure. Now, he faces a 
challenge to his chairmanship of Philippine 
Airlines from his former backer, Lucio Tan, 
amid reports that the company is ailing fi- 
nancially. 

The source of Cojuangco's pre-emi- 
nence, though, is his position as chairman 
and key shareholder of the telephone com- 
pany — and PLDT has become the target of 
increasingly fierce criticism at home and 
abroad. Foremost among the attacks was 
one from Singapore's senior minister, Lee 
Kuan Yew, who in a speech in Manila in 
November described PLDT as "an example 
of a powerful vested interest . . . which has 
had a monopoly for 64 years." 

Stung by the criticism, President Ramos 
has resolved to move against PLDT. Не 
"took very seriously Lee Kuan Yew's 
pointing to a government-regulated com- 
pany to illustrate what's wrong with the 
Philippines," says a source close to the 
president. 

To its critics PLDT symbolises much that 
is wrong with a country whose economic 
development continues to be hampered Бу 
inefficient monopolies, despite the reforms 
introduced after the fall of president Mar- 
сов seven years ago. The company was the 
most profitable in the Philippines in 1991, 
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with net income of P47 billion (US$177 
million) on turnover of P16.8 billion. 

Much of those profits arise by virtue of 
the fact that it controls 600,000 telephone 
lines, 90% of the country's total. But be- 
cause of a lack of investment in new lines, 
400,000 people are waiting for a telephone 
connection. Fewer than two people in 100 
have a phone. And PLDT's tariffs are among 
the highest in the region. Sensitive to 
charges that its profits are excessive, the 
telephone company has set tariffs to vield 
a rate of return of 7-10% a year, excluding 
debt servicing. 

In its defence, the company says that it 
plans to accelerate the rate of increase in 
the number of lines from 6% annually in 
1989-9] to 15% a year in 1992-96. PLDT has 
borrowed US$607 million of long-term 





debt from abroad to help pay for the ex- 
pansion. It has been able to borrow heavily 
overseas because of sizeable dollar rev- 
enues, derived from the fact that incoming 
calls exceed outgoing ones by a ratio of 
nine to one. Stockbrokers estimate that 60% 
of PLDT's net profit comes from interna- 
tional calls. 

The usually circumspect World Bank, 
which indirectly lent it US$134 million last 
year, has strongly criticised its privileges. 
In a report last October, it said that tele- 
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communications was the least develope 

piece of infrastructure in the country and 
that PLDT "spent heavily for the protection 
of its market share . . . moneys [sic] that 
might otherwise have been used to fulfil 
its responsibility as a protected monopoly 
— to meet demand." 

Cojuangco, who declined repeated re- | 
quests for an interview (as did his firm's - 
executives), has publicly denied that PLDT 7- 
is a monopoly, pointing out that there are. _ 
60 other telephone companies in the P 
lippines. None of these, though, has bee 
able to grow to a very profitable size, 
cause the most lucrative areas of the mar 
ket have been kept under the control: 
PLDT. 

Take the case of Eastern Telecommuni 
cations, which was granted by the Phili 
pine government a licence to operate а 
crative gateway connecting local pho 
with the outside world. The move wi 
blocked by a decision in the Supreme 
Court last August. The court argued that 
Eastern Telecoms had only been granted 
franchise for data transmission, not у 
transmission. 

Now, putative competitors such as Eas 
ern Telecoms have launched a counte 
attack, encouraged by President Ram 
himself, according to well-placed sources, 
On 22 January, the Manila-based Centre 
Investigative Journalism reported th 
though the actual decision was signed by 
Supreme Court justice, it was composed 
by a PLDT lawyer. 

This claim was based on an analysi 
the decision by an American scholar, De 
Yerkes a specialist on the authorshi 
English-language texts, who was hired 
Eastern Telecoms to examine the leg 
opinion. Sources say that it was officials 
close to Ramos who recommended Yerkes 
to Eastern Telecoms. 

Hugo Gutierrez, the Supreme Court | 
justice who signed the opinion, denied 
the centre's allegation, saying that “som: 
body is spending money to discredit th 
court." On 1 February, he resigned fro 
the court and said he was leaving “out-of a 
sense of propriety,” while still denying the 
claim. 

Another potential rival of PLDT could 
also see its legal case strengthened fora _ 
bigger share of the Philippine market. AC 
senior bureaucrat says he expects Ramos's 
presidential office in the next few weeks to”. 
overturn a legal opinion issued in January: 
1992 by a former justice secretary that ef 
fectively blocked a licence awarded to Dige 
ital Telecommunications to operate a tele- 2 
phone network in northern Luzon. US 

The then justice minister, Silvestre Bello, | 
had argued that the award of the franchi 
may have violated a constitutional provi- 
sion. Bello said at the: time that his view — 
was “just an opinion,” but it was enough : 
to block the award. us 

While PLDT faces the possibility of legal 
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challenges from would-be rivals, the Sen- 
ate is considering an anti-trust bill that 
aims to declare all monopolies illegal and 
to set up an anti-trust commission to inves- 
tigate cases. The bill was introduced by a 
prominent ally of Ramos and has the back- 
ing of 10 other senators from the main par- 
ties. 

So far, Ramos has done little more than 
offer PLDT's opponents moral support, 
though a number of his key officials, led 
by national security adviser Jose Almonte, 
are intent on breaking Cojuangco's hold on 
the company. Ramos has not outlined his 
own telecommunications policy or ex- 
plained exactly how he intends to go about 
dismantling PLDT's near-monopoly. But his 
motives seem clear enough, well-placed 
Sources say. 

Although his victory in the election last 
year owed much to the endorsement of 
former president Corazon Aquino, Co- 
juangco's aunt, Ramos is said to believe 
that Antonio's family became too powerful 
during the previous administration. PLDT 
itself was sequestered by the government 
in March 1986, but the order was lifted two 
months later, just before the Presidential 
Commission on Good Government pub- 
lished a report alleging that Cojuangco and 
Yuchengco (another indirect shareholder in 
PLDT) were “cronies” of Marcos. 

For much of the previous 20 years, Mar- 
cos seems to have been involved in the 
company. It was in 1967, when Marcos was 
in power, that Antonio's father assumed 
control of PLDT, through a 44% stake in 
Philippine Telecommunications Invest- 
ment Corp., which in turn owned 24.2% of 
PLDT. Another 4646 of shares in the invest- 
ment company were held by Prime Hold- 
ings, allegedly a dummy firm set up by 


Cost- ree 
control 


. Antonio Cojuangco could go down in 
. history as the man who brought lever- 
. aged buyouts to the Philippines. New 
.- disclosures to the REVIEW show that his 
. entire stake in Philippine Airlines, ac- 
quired from the government last March, 
. was financed by a bank loan from to- 
_ bacco magnate Lucio Tan, the man who 
. recently emerged as the largest indi- 
-~ vidual shareholder in the company. 
. . Reports say that Cojuangco is trying 
БУ to buy back Tan's 401% stake in PR 
. Holdings, the consortium which bought 
267% of the airline, following a difference 
of opinion about the way Philippine Air- 
lines should be run. But the new disclo- 
%; _ sures raise questions about the depth of 


Marcos. This latter 
block of shares was 
seized by the govern- 
ment in 1986. 

The Cojuangcos 
have been able to retain 
control of PLDT through 
a highly unusual expe- 
dient. Under a decree 
signed by Marcos in 
1973 and still in effect, 
each new telephone 
user has to buy 180 
shares in the company 
before gaining a con- 
nection to the telecom 
network. 

The 600,000 users 
now own 150.8 million 
shares, or 73.8% of the 
company. But the stock 
carries no voting rights. 
The result is that Co- 
juangco, who indirectly 
owns only 2.7% of the total issued capital, 
controls six of the 11 seats on the board. 

If it so wished, the government could 
exert more control over PLDT. The state- 
owned Social Security System holds 10.6% 
of the voting shares and there is the 46% of 
Telecoms Investment that was sequestered, 
giving the government 21.7% of PLDT's vot- 
ing stock. 

The government, though, has been care- 
ful not to throw its weight around inside 
PLDT. The Cojuangco family has woven a 
network of patronage within the executive 
branch and the legislature, and the family 
controls The Manila Chronicle, one of the 
biggest newspapers in the Philippines. 
“The company has the country in financial 
hostage," says a senior official. 


Cojuangco's financial commitment to the 
troubled airline, of which he is the chair- 
man and chief executive. His stake does 
not appear to have cost him a cent. 

Officials at Allied Banking Corp., 
which is controlled by Tan, have told the 
REVIEW that the bank lent P862 million 
(US$33 million) through three firms to 
finance Cojuangco's stake in Aero- 
partners, which took a P1.4 billion equity 
stake (13.8%) in PR Holdings. The loan 
was part of a deal which allowed Tan to 
purchase a controlling 40.1% block of PR 
Holdings' equity. 

Although Aeropartners has been de- 
Scribed as Cojuangco's holding com- 
pany, the airline chief executive actually 
has a 61% share in it, worth P862 million. 
The remaining 39% is held by 11 inves- 
tors, including a massage-parlour mag- 
nate, Equitable Banking Corp. and the 
College Assurance Plan. 

The REVIEW tried unsuccessfully to 
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Antonio Cojuangco and family have 
woven a network of patronage. 


Another reason for 
treading carefully is to 
avoid alarming the 
stockmarket, where 
PLDT comprises no less 
than 27% of the Manila 
Composite Index. What 
is more, the counter is 
one of the few blue 
chips held by foreign 
investors, who own 
48.1% of the voting 
stock. Its share price 
has fallen by more than 
a quarter since its peak 
last June, partly be- 
cause of generally 
weak sentiment and 
partly because of ru- 
mours of legal moves 
against PLDT. 

Some stockbrokers, 
such as Sun Hung Kai 
Securities president 
Edwin Villaneuva, claim that the market 
has already discounted the possibility of 
PLDT losing its monopoly. Baring Securities 
research chief Joey Salceda says, "Even the 
worst-case scenario is not alarming." He 
estimates that an end to the monopoly this 
year would cut PLDT’s 1993 net profit of 
P5.5 billion by up to 13%. Another broker 
was less sanguine, predicting that the 
firm's revenues of P7 billion in 1995 could 
be cut by 43% if its competitors gained a 
significant market share. 

But much depends on how PLDT’s 
wings are clipped. "We are hoping that if 
the government wants to demonopolise 
the industry, it should do so in the least 
disruptive way, which is by allowing new 
competitors in," says Salceda. [s] 


reach Cojuangco for comment, but his 
representative at Philippine Airlines, Ro- 
berto Anonas, sent a letter dated 27 Janu- 
ary which hints at the loan from Allied 
Bank. The note replied to a question re- 
garding the sale on 8 July of a block of 
Cojuangco's shares in PR Holdings to 
four investment funds. Anonas pointed 


‘out that a capital gain of P59.1 million 


arising from the sale was "in actuality 
the interest carrying cost" of the stocks. 
This statement appears to confirm the 
fact that Cojuangco borrowed P862 mil- 
lion from Allied Bank. At a reported 
lending rate of 22% a year, he would 
have paid P30.6 million in interest for the 
P557 million of shares he held for three 
months and P28 million for the remain- 
ing P305 million of shares he continues 
to hold. (Cojuangco paid back the latter 
part of the loan after five months.) The 
total interest charge was therefore P58.6 
million. m Rigoberto Tiglao 
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Тһе sky's 
the limit 


Thai telecoms firm 
expands into Indochina 





tions, a Thai telecommunications 

group, is betting on regional expan- 
sion. And with its eye on Indochina, the 
group says it has taken its first significant 
investment steps outside Thailand's com- 
petitive telecommunications market. 

The nine-year-old group says it has 
clinched contracts with the Cambodian 
Government to set up and operate a 1,000- 
circuit international telephone exchange 
and to manage Channel Five, a Phnom 
Penh television station. It expects to sign 
contracts with Cambodia's Post, Telecom- 
“munications and Transport Ministry on 8 
‘February to formalise the 20-year conces- 
sions. 

According to Shinawatra, two subsidi- 
aries will set up joint ventures with the 
government, which will have a 30% share- 
holding in each enterprise. The subsidiar- 
ies will control the remaining stakes in the 
ventures, giving Shinawatra “a foot in the 
door of what will be, in the long term, a 
high-growth market,” says Aaron 
Henderson, an analyst at Crosby Research 
in Bangkok. 

The joint ventures are the first test of 
Shinawatra’s new strategy to expand op- 
erations in Southeast Asia using its tel- 
ecommunications satellite, Thaicom 1, soon 
to be launched by European consortium 
Arianespace. The group's failure in the past 
two years to win either of Thailand’s two 
biggest telecommunications concessions — 
the installation of 2 million telephone lines 
in Bangkok and 1 million lines in other ar- 
eas — has encouraged it to seek growth in 
other countries. 

^Our main focus now is Indochina,” a 
company official says. “Besides Cambodia, 
we're also looking at Laos and Vietnam.” 
The company eventually hopes to expand 
into Burma and China. 

In December, Shinawatra formed a sub- 
sidiary, Shinawatra International, to spear- 
head the group’s cross-border expansion. 
Shinawatra says the subsidiary will invest 
Baht 280 million (US$1.2 million) in the tel- 
ephone project and Baht 20 million in the 
television station. 

Shinawatra says it expects the opera- 
tions to be profitable by 1994. Analysts, 
however, caution that any real payoffs. will 


S hinawatra Computer & Communica- 
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be well down the road. Cambodia's popu- | 
lation is small and poor, they note, and the | 


Slim 
pickings 


by year-end, will minimise the amount of | ; ; 
infrastructure needed in Cambodia by | Japan's unions face 
Shinawatra and help keep costs down in | 


bleak p Outlook 


the joint ventures. Shinawatra will be able | 


country's precarious political situation 
makes any investment risky. 

Still, based on potential returns, these 
investments are small, especially in the in- 
ternational telephone exchange. Also, 
Thaicom 1, which is scheduled to be aloft 


to use the satellite to beam programmes 


from Bangkok, where one of its subsidiar- | 
ies holds a cable-television franchise, to a | 
ground transmitter in Cambodia for | 


rebroadcast by Channel Five. 


The satellite will also make Shinawatra | 
a more efficient carrier of international tel- _ 
мау this year's annual wage offensiv 


ephone calls. It will relay calls to the satel- 
lite from a switching station in Phnom 


Penh. Calls on the 50 international circuits | 


in the capital are currently routed through 
Australia. 

Shinawatra says it is negotiating with 
the government on a third concession, a 
wireless local loop network for local tel- 
ephone calls. Such a network, which con- 
sists of stationary cellular phones and sat- 
ellite base stations, is much less expensive 
than traditional networks of wires or fibre- 
optic cables. 

Analysts say such networks are likely 
to be used by developing countries such as 
Vietnam, Laos and Cambodia as they seek 
to expand their telecommunications infra- 
structure. The experience of building and 
managing such a network, they add, could 


Shinawatra as the company seeks to widen 
its base beyond Thailand. 


gional business. Charoen Pokphand, one 


of Shinawatra's biggest rivals, has a cellu- | 
lar-telephone concession in Cambodia, as | 
does the Samart telecommunications | 
| from 1980. In light of the continuing 
; prospects for profit growth, the powe 
lite programme, which plans to launch a | 
| ployers' Associations, has set its sights О 

But with its first satellite due in orbit by 
December and a second set to be launched | 
by June 1994, Shinawatra is intent on ex- | 
ploiting its early lead in the skies. The | 


group. In China, Charoen Pokphand has a 
25% interest in the government's APT satel- 


satellite in 1994 and another in 1995. 


group, which has an eight-year monopoly 
on leasing satellite transponders to Thai 
customers, says its first satellite is fully 





booked and it is searching for customers to | 


fill the second. 


Analysts predict that the space race will | 
, mass lay-offs it might in US or Europea 
; firms. Big Japanese firms, which ge 
for Thai and other Southeast Asian cus- | 
| force the brynt ofthe downturn 
; small and medium-sized sup 


intensify once Shinawatra loses its mo- 
nopoly in Thailand. They say competition 


tomers will grow between Shinawatra, 
Charoen Pokphand and Loxley (Bangkok), 


which has close ties to Hongkong's | 
Hutchison Whampoa, a partner in satellite | 
company AsiaSat. B. 
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‚ Combined with sharp cuts in overtim 
; a modest reduction already seen in 
prove to be an important advantage for | 
| pay for the average worker will at best 
| main flat unless Prime Minister Kiicl 

Other Thai telecommunications com- . 
panies are also working to raise their re- | 





| that a 10% cut in the labour bill of a typical. 
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n а Japan, spring i is heralded by t 
Setsubun rite in which locals scatti 
beans about their homes to scare a 

demons and bring in good fortune: 


shaping up, however, Setsubun 199: 
likely to bring fewer beans and little go 
fortune. 

On 29 January, the Japanese Federal 
of Iron and Steel Workers led off th 
nual Shunto wage negotiations: b 
manding an average 6.9% pay increase 
its members. The settlement, expected 
be reached in late March, is projected: 
paltry 3.9%, one percentage point lo 
than last year's. 

Economists in Tokyo believe the ben 
mark being set by the unionised steel 
dustry indicates that wages will grow 
average by no more than 3%, or about 
in real terms, for Japanese workers in 


annual bonus increases, overall take- 


Miyazawa cuts income taxes significant] 

What's more, many analysts believe th 
worst for workers is yet to come. Labo 
costs as a percentage of fixed costs for mosi 
big Japanese companies stand at aro 
4555 — up about three percentage 


Nikkeiren, the Japan Federation. of. Em 


the wage bill for further cuts. 

Without a pick-up in revenues — ап. 
likely prospect, according to most éco 
mists — cost cutting is the only way | 
nese companies can boost profits. Jardin 
Fleming strategist John Baldwin calculat 


si manufacturer could translate into. 


% higher operating profit. 
кл. a move would not presage 


view redundancies as a last resori 


make up the backbone of the ec 
deed, Pioneer Electronic, which shoc! 
Japan with last year's announcement th; 


? 57 


vas forcing 35 senior 

































by the end of January, confirmed on 1 Feb- 


ry that it had backed away from the 
eadline. 

Бо far, analysts say most lay-offs have 
een confined to smaller firms, particularly 
n sectors like real estate and broking, the 
hardest-hit by asset deflation. Part-time 
and women workers have been the most 
adly affected. Still, seasonally adjusted 
nemployment figures stood at a modest 
in December, the latest month re- 
rted. 

_ One big reason lay-offs have not figured 
wre prominently during this period of 
collapsing corporate profits has to do with 
< the structure of Japanese wages. The typi- 
«cal Japanese pay packet consists 65% of 
-base pay, 25% of bonuses and 10% of over- 
time: 5o far, companies have cut only over- 
me pay aggressively. Nomura Research 
tute calculates that manufacturing 
rms reduced overtime pay-outs by more 
in 22% last year. 

Bonüs reductions will almost certainly 
be the next step should the economy fail to 
ecover, The average winter bonus in 1992 
increased a year-on-year 0.02%, compared 
“with 6-7% from 1988 to 1990 and 3.6% in 
‚1991. Michael Naldrett, an economist at 
Kleinwort Benson in Tokyo, says bonus 
trends tend to lag corporate profitability 
‘ends by one year. 


















“Wage elasticity in Japan is pretty high 
because Japanese factory workers are paid 
like stockbrokers," explains Jesper Koll, 
chief economist at S. G. Warburg Securities 
in Tokyo. "There is a good degree of flex- 
ibility left in reducing the wage bill." 

Japanese trade unionists are predictably 
unhappy with this state of affairs, and they 
argue that unless companies raise workers’ 
pay more substantially, the upshot will be 
a further slowdown in domestic consump- 
tion, already the economy's Achilles heel. 
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the same as in 1991, which was already the 
slowest growth ina decade: Koll suggests 
that the projected outcome of the Shunto 
will lift consumption by a mere 0.5%. 

“The employers have to understand 
that unless employees are given a decent 
wage increase, there won't be an increase 
in their revenues," says Tadashi Miura, a 
top official of the Commercial Workers 
Union, which represents 130,000 store 
workers. 

Toshiyuki Kato agrees. The senior offi- 
cial of the Japanese Trade Union Confed- 
eration, or Rengo, adds, "There is a huge 
gap between the increase in Japan's GNP 
and the increase in workers' wages. There 
is very high dissatisfaction.” 

Partly in response to tougher times, 
Rengo is moving away from its standard 
strategy of demanding a lump-sum pay in- 
crease apportioned solely according to 
length of service. Instead, Rengo is adopt- 
ing a formula whereby the size of the rise 
given to a worker will depend not only on 
age, but on the type of job and the employ- 
ee's qualifications. 

In addition, the four-year-old confed- 
eration will use the Shunto to press for 
shorter work hours, which, despite the re- 
cession, remain the longest among industr- 
ialised countries. Rengo also wants higher 
pay for overtime п 
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PHILIPPINES 


Power rise halted 


The Supreme Court on 28 
January temporarily restrained 
National Power Corp. 
(Napocor) from raising its 
rates. Napocor had planned a 
rise of P0.18 per kilowatt hour 
from 15 February. The ruling 
arose from a claim that the 
increase would violate the 
rate-setting authority of the 
Energy Regulatory Board. 
Finance Secretary Ramon del 
Rosario and business leader 
Raul Concepcion warned that 
failure to increase the rate 
would cost Napocor P4 billion 
(US$158 million) this year and 
weaken its chance to obtain 
loans needed to boost power- 
generating capacity. 





Suharto's son Bambang. 


INDONESIA 


Bambang's loss, and gain 
Philippine food-and-beverage 
giant San Miguel bought 49% 
of brewer Delta Jakarta for 
US$35 million on 29 January. 
The agreement ended a widely 
watched attempt by President 
Suharto's second son, 
Bambang Trihatmodjo, and 
three other businessmen to 
prevent the deal. San Miguel 
acquired the stake from the 
debt-ridden Mantrust Group, 
which is left with 9.896 of 
Delta. All was not lost for 
Bambang, however. On the 
same day, the government 
made his Bimantara Citra 
group the majority partner in 
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BRIEFING 


the company that will operate 
Indonesia's communications 
satellites. 


CHINA 
Bank details policy 


Li Guixian, head of the 
People's Bank of China, the 
central bank, said Peking will 
not tighten its monetary policy 
іп 1993, the China Daily 
reported. Earlier, the People's 
Daily reported Li as saying 
Peking would tighten fiscal 
policy. In both reports, 
however, Li emphasised the 
need to bring the money 
supply and the volume of 
credit into line with economic 
growth, and to curtail loans to 
inefficient state enterprises. 


Three Gorges bids 

China will invite foreign firms 
to participate in the mammoth 
Three Gorges hydroelectric 
project, a project official said. 
Wei Xikang was quoted by the 
China Daily on 1 February as 
saying preparatory work for 
the dam would be completed 
by the end of 1994. 


JAPAN 
Sumitomo Bank write-off 


Sumitomo Bank, the world's 
second-largest in asset size, 
said on 27 January that it will 
write off Y100 billion (US$806 
million) in loans to the 
scandal-plagued Osaka real- 
estate company, Itoman. The 
move is expected to slash the 
bank's pre-tax earnings in the 
year to March by 84% to Y25 
billion. It is partly intended to 
smooth the merger in April of 
Itoman into Sumikin Bussan, a 
Sumitomo group affiliate. 


Shuwa sells stake 


Shuwa, a financially troubled 
real-estate firm, sold its 17% 
stake in department-store 
operator Matsuzakaya at a 
distress price of ¥24 ‘billion as 
part of efforts to meet loan 
repayments. 


Oji-Kanzaki merger 
Oji Paper, Japan’s largest pulp 
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Foreigners welcome for Three Gorges project. 


and paper maker, said it will 
merge with seventh-ranking 
Kanzaki Paper on 1 October to 
become one of the world’s 
top-10 paper companies. 





SOUTH KOREA 


Property prices slide 
Land prices fell 1.3% in 1992, 
their first decline in 17 years, 
the Ministry of Construction 
said. Urban property was the 
hardest hit. Price declines 
averaged 2.8% in Seoul, 1.6% 
in the port city of Pusan and 
9.4% in Taejon, the nation’s 
putative science-technology 
centre. 


Credit controls lifted 


The government on 1 
February lifted its extensive 
credit controls on all but the 
country’s 30 largest business 
conglomerates, or chaebol. On 
the same day, the Ministry of 
Finance allowed offshore units 


Hongkong rents lag boom 
in property prices 
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of South Korean companies to 
borrow funds abroad without 
first seeking government 
approval. 





MALAYSIA 
Sarawak oil venture 


Taiwan's state-run Chinese 
Petroleum Corp. is preparing 
to launch a joint-venture oil 
refinery project in Sarawak 
with partners from Malaysia 
and Australia as soon as 
Taipei and Kuala Lumpur sign 
an investment-protection 
agreement. The US$1.3 billion 
project has already been 
approved by Taiwan's 
legislature. Chinese Petroleum 
officials expect a protection 
agreement with Malaysia to be 
signed by March. The project 
would be the largest 
Taiwanese venture in 
Malaysia. 


TAIWAN 


Investment rules relaxed 


The Securities and Exchange 
Commission loosened the 
rules for foreign investment in 
Taiwan stocks. The investment 
ceiling for each institutional 
investor was doubled to 
US$100 million, while foreign 
securities firms may now 
invest directly in the market. 
The number of foreign banks 
qualified to invest has also 
been doubled to include the 
world's top 1,000 banks by 
assets. 
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п a а Tokyo, expecting rate cut, gains 4.2% а а а Hongkong loses 4.4% over Sino-British 
dispute а а a Sydney, Wellington little changed а а а Singapore, Malaysia advance ава _ 
Seoul loses 5% in steady slide т а a Manila gains in week ended 2 February а т а ТЫ; 
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Steeled for takeover 


ill the South Korean Govern- 

ment finally allow a strategic 

industrial company to go 

bust? Rumours are swirling 
on the Korea Stock Exchange that Sammi 
Steel, a specialty-steel maker, is about to be 
awarded the dubious honour. 

In 1992, Sammi Steel had an estimated 
loss of Won 66 billion (US$83 million) on 
revenue of Won 530 billion, according to 
Dongbu Securities, compared with a year- 
earlier net income of Won 3 billion on 
revenue of 533 billion. Daewoo Research 
Institute is predicting only marginally bet- 
ter results this year. It expects the steel 

| maker to post а 1993 loss of Won 40-50 
billion. 

Sammi Steel is currently holding nego- 
tiations with creditor banks for new lines 
of credit. The banks are believed to be balk- 
ing, as they did last year until the govern- 
ment intervened in June to force them to 
cough up Won 130 billion in new funds. 

This time, it may be different. Short- 
term finance companies, the only financial 
institutions in South Korea that loan 
money on a wholly competitive basis, want 
to see solid signs of government support. 
These companies withheld credit lines to 
force the government to compel banks to 
bail out Sammi Steel. 

This has led to stockmarket scuttlebutt 
that Sammi Steel may be allowed to go into 
receivership. Brokers say the government 
has begun a tax investigation of the 
steel maker, but tax officials decline to con- 
firm or deny that they are investigating the 
company. Sammi Steel director Chang 
Dong Ik says he is unaware of any tax in- 
vestigation. 

Sammi Steel saved an estimated Won 
15 billion last year, Chang says, by selling 
most of its non-steel businesses and some 
property. It also reduced its management 
staff by 10% and held wages at 1991 levels. 

These moves may be enough to stave 
off the receivers but not a government-ar- 
ranged takeover. Despite Sammi Steel's 
troubles, it is a key manufacturer of 
specialty-steel products. Moreover, the 
company has US$50 million of Eurobonds 
with warrants convertible at about Won 
14,000. 

Sammi Steel's share price has been vola- 
tile since the steel maker's agreement with 
banks in June, which was interpreted by 
investors as a positive sign for the troubled 
company. Nonetheless, the share price fell 
sharply during a six-week strike at the firm 
in late 1992. 

Brokers say Sammi Steel's share price 


was bolstered last year by the fact that 
Washington left the company off a list of 
foreign steel makers allegedly dumping 
their products in the US. But the share price 
has dropped in the past week as rumours 
surfaced on the stock exchange that the 
company is in serious trouble. On 2 Febru- 
ary, the share price closed at Won 7,450, 
down from Won 7,580 at the end of Janu- 
ary. 
Despite Sammi Steel's dismal record, 
brokers say, the company is an attractive 
takeover prospect for another steel maker 
or a conglomerate. In addition to its core 
specialty-steel business, they point out that 
any chaebol that stepped into the breach 
would be sure to receive assurances of 
cheap government credit. And this would 
be a tempting offer for some of the coun- 
try's debt-laden groups. m Ed Paisley 


What makes Sammi run? 
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Asian markets usually rally at Lunar New 
Year, but it has been many moons since 
the Jakarta Stock Exchange had much rea- 
son to do so. To lure disappointed inves- 
tors back to the market, the Capital Market 
Supervisory Board, ог Bapepam, is at- 
tempting to give long-suffering minority 
shareholders a say in transactions between 
publicly listed companies and their affili- 
ates. 

Minorities have had reason to feel ag- 
grieved. Last year alone, 12 listed com- 
panies acquired related companies in deals 
worth USS1.8 billion, according to Paul 
Schulte of CS First Boston in Hongkong. 
These transactions are much more attrac- 
tive to majority shareholders — who are 
able to cash out when their private com- 
pany is bought by a public one — than to 
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small investors. This is because the way 
both the valuation and the purchase price 
are arrived at is usually unclear. 

The most egregious practitioners in- 
clude some of the biggest splashers in In- 
donesia's muddy markets. For example, 
Indocement, the heart of the Salim Group 
and a company accounting for 1756 of the 
Jakarta market's capitalisation, bought two 
related firms (Bogasari Flour Mills and 
Indo Foods) in deals worth close to Rps 2 
trillion (US$1 billion). In neither case did 
minorities have a chance to influence the 
price. The amount paid in the two deals 
for goodwill alone amounted to an extraor- 
dinary Rps 350 billion. 

In another case, Lippo Group, Indone- | 
sia's premier financial engineer, played 
with the idea of turning Lippo Pacific Fi- 
nance — one of its six listed companies — 
into a holding company. This, it was pro- 
posed, would then purchase the shares of 
Lippo's other five companies without con- 
sulting minorities. To add to the sense of 
grievance felt by small investors, Lippo 
also proposed to finance the acquisition 
through a rights offer. The plan was even- 
tually dropped, not because of opposition 
from investors but because of tax consid- 
erations. 

The trigger for Bapepam's action, 
though, was Pan Brothers Textile, which 
went public in 1990 and used the proceeds 
from its flotation to buy shares in four re- 
lated companies. Late last year, Pan said it 
intended to acquire two more related com- 
panies and finance the purchase with a 
rights issue priced at Rps 1,500 a share. The 
company's stock price promptly dropped 
from over Rps 2,000 to Rps 1,300, the rights 
offer was cancelled and the acquisition was 
stopped. 

The new rules say that any deal worth 
more than Rps 1 billion between a public 
company and an affiliate must be ap- 
proved by 50% of independent sharehold- 
ers. Companies must also publish internal | 
acquisition plans, including the value of the 
purchase and financial information on both 
parties, in at least two newspapers before 
the deal is signed. 

"For minority shareholders, it's great 
news," says Francis Tjia, chief investment 
manager of Lippo Investment Manage- 
ment in Jakarta. "The only fear is that com- 
panies who were thinking to go public 
might be held back by a lack of flexibility 
once they list." To others, the only fear is 
that the authorities may lack the ability to 
monitor and enforce such measures. 

ш Henny Sender 
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An Essential book 
for Anyone Doing 
Business with China 


The Almanac of China's Foreign 


Economic Relations & Trade 1992/93 


China's trade policies with the rest of the world have never afforded more opportunities 

than they do today. The country represents unprecedented potential — an expanding 

market equivalent to one-quarter of mankind. And yet, data on this rapidly growing 

economy has, until recently, been scant and unreliable. 

Now, there is one book that encapsulates every detail relevant to a businessman con- 

ducting dealings with China — The Almanac of China's Foreign Economic Relations 

& Trade. 

What is it? 

The Almanac features articles and data contributed by leading scholars and other authori- 

ties as well as representatives from China's Foreign Economic Relations and Trade 

Department. Its contents are extensive and detailed, systematically laid-out for ease of reference. It includes vital information 

to businessmen — such as trade policies and restrictions — and even offers listings of potential joint venture partners. 

Who needs it? 

The Almanac is absolutely vital to anyone engaged in business or government relations with China. It is also a fascinating 

record of the changing face of China's policies. Not only is it one of the few books that offers an accurate view of China's 

economy but it is also the most up-to-date documentation of its kind. 

It brings you all the information about China's foreign economic relations and trade you will ever need to know: 

* Hundreds of pages of detailed data examining the changing face of China. 

* Expositions, speeches and articles contributed by distinguished scholars and other authorities, pertaining to the exciting 
market potential and business opportunities available in China. 

* Hundreds of tables, charts and photographs of interest. 

* А systematic and valuable reference for those with business and government relations with China. 
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ne of the first things we all learn 
(61 is that numbers Беріп at one and 
stretch into infinity. 

Somewhat later, financial 
professionals learn another important 
lesson, often the hard way. Namely, 
that not all those numbers are accurate. 

The understanding of that 
mathematical truth is what makes Dow 
Jones Telerate? number one in its field. 

Actually, much of that field was our 
invention. Іп 1969, Telerate pioneered 
the delivery of on-line financial 
information with real-time prices for 
commercial paper. 

Over the years, no other company 
hascollected more data forthe electronic 
marketplace. All considerably enhanced 
by association with Dow Jones, the 
preeminent provider of business news 
and information. 

The result is a continuous feed of 
numbers, news, analytics and 
commentary on government securities, 
foreign exchange, mortgage-backed 
securities, equities and energy. Time- 
critical data, enough to fill 50,000 pages, 
gathered from the world's leading 
brokerage houses, banksand exchanges. 

Much of it not found anywhere else. 

And all of the above would be 
completely useless (or downright 
unprofitable) if the information weren't 
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PROFILE 
Phan Dinh Dieu 


Vietnamese dissident 
and mathematician 


Surprisingly, he gets away with saying things, 
such as calling on the party to abandon 
its ideology, that land others in jail 





By Murray Hiebert 





han Dinh Dieu gets away with saying 
ps few other Vietnamese dare 

utter in public. The 56-year-old 
mathematician calls on the ruling commu- 
nist party to abandon its Marxist-Leninist 
ideology and challenges it to allow other 
parties to compete in the country's politi- 
cal life. 

Dieu believes Vietnam remains in a 
deep state of crisis, despite the party's six- 
year reform programme. He charges that 
abuse of power, corruption and smuggling 
are increasing, while health care, education 
and living standards generally continue to 
deteriorate. He is convinced the only way 
out of this crisis is for the party to intro- 
duce wide-ranging political reforms. 

"Some people think democracy is a 
luxury for a poor country like Vietnam and 
say we need more food, not more dem- 
ocracy,” Dieu says. "But to have more food 
and clothes, one must have more dem- 
ocracy. Without a democratic system, you 
have a dictatorship, social diseases in 
society can't be avoided and the efficient 
development of a market economy can't 
be realised." 

“Democracy demands pluralism, a 
multi-party system,” the mathematician 
adds. “Democracy means everyone must 
have the right to express what he thinks. In 
a democracy, you must have different po- 
litical forces and organisations guarantee- 
ing the rights of the people.” 

Some intellectuals who have made simi- 
lar demands, such as the writer Duong Thu 
Huong and the physician Nguyen Dan 
Que, have ended up in jail. Other profes- 
sors have been squeezed out of their uni- 
versity jobs or had their requests to travel 
abroad rejected. 

Dieu not only stays out of prison and 
retains his post as vice-chairman of Viet- 
nam's National Centre for Scientific Re- 
search but he continues to get permission 
to travel abroad, to France, the US and Ja- 


pan. He is éven invited to talk with Viet- 
namese leaders about his political views. 

In September 1991, he met with then 
newly elected party chief Do Muoi to 
discuss a 10-page petition Dieu had circu- 
lated prior to the party's seventh congress 
in June. More recently, he has participated 
in discussions about the crisis facing world 
communism at the Institute of Social 
Sciences, the Marxist-Leninist Institute in 
Hanoi and the Nguyen Ai Quoc Institute 
in Danang, where many of the party's lead- 
ing cadres are trained. 

Dieu was born in Ha Tinh, one of Viet- 
nam's poorest provinces and the birth 
place of the late Ho Chi Minh. In 1954, the 
year Ho's troops defeated French colonial 
forces at Dien Bien Phu, Dieu entered Ha- 


© Some people say 

democracy is a luxury 
for a poor country 
like Vietnam 9 


noi University. Eight years later, he was 
granted a scholarship to study mathemat- 
ics in the former Soviet Union. 

He returned to Vietnam in 1967 and 
began working in the Science Committee's 
Mathematics Institute. His wife, now re- 
tired, worked in the same institute. They 
have three children. The oldest daughter is 
studying in an economic institute in 
France. A second daughter is studying 
mathematics at Hanoi University. The 
third child, a son, is in the eighth grade. 

Dieu was twice elected as a representa- 
tive to the National Assembly between 
1976 and 1981 but he says the party did 
not nominate him again after he made re- 
peated calls for greater democracy. 

Much of Dieu's research has focused on 
computer science since he was appointed 
director of the Computer Science Institute 
in 1977. Today he is working on two major 
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research projects: one focuses on artificial 
intelligence and the other on protecting in- 
formation in computer databases. 

But Dieu is more admired among intel- 
lectuals in Vietnam for his daring political 
critiques than for his scientific research. 
Many observers are uncertain why Dieu's 
pummelling of the party is tolerated, while 
the voices of most of the party's other stri- 
dent opponents are silenced. 


the mathematician has been invited 

by the party to play the role of “to- 
ken" dissident. He sharply rejects the 
charge. "Nobody in power has asked me 
to do this or that,” he says. “What I do I do 
only following my conscience, my respon- 
sibility before our poor country.” 

Dieu believes Vietnam’s party is more 
popular than the former communist par- 
ties in Eastern Europe because of its role in 
fighting for independence and national re- 
unification against the French and the 
Americans. “Our party had very big suc- 
cess when it remained a party of patriot- 
ism,” he says. “It failed when it became 
communist.” 

Dieu lists among the party’s biggest 
mistakes the land reform programme in 
the 1950s, when thousands of landlords 
were killed, and the shutting down of capi- 
talist enterprises in the south in 1978. “We 
must recognise that the theories of com- 
munism and socialism have brought our 
country many privations: a nation divided 
and paralysed, a devastated economy, an 
impoverished and backward livelihood 
[and] isolation from the civilised world,” 
he wrote in his 1991 petition to the party. 

Dieu says the reform programme has 
brought a “better face” to the economy, but 
resulted in few political changes. “What I 
propose,” he explains, “is not an end to the 
leadership role of the party, but an end to 
the dictatorship of the party. If the party 
gets a majority in free and democratic elec- 
tions, then I will support it.” и 


S ome of Dieu's most cynical critics say 
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| that commit the crime of selling goods to their con- 
sumers at too attractive a price. 
In the first few weeks of 1992 alone, a number of new 


he Americans do it. Europeans do it. Japan has just | 
started doing it. It is prosecuting foreign companies | 


anti-dumping initiatives threaten to make a hash out of | 
progress on the trade front. Making dubious history, Japan | 
launched its first anti-dumping initiative, targeting 100 firms | 
in China that make ferro-silicon manganese, used in steel. | 
Scarcely had it taken office than the new Clinton adminis- | 
tration slapped preliminary dumping tariffs of up to more | 
than 100% on steel shipments from 19 nations, including | 
Australia, Japan and Korea; encouraged, the Big Three US | 
automakers are lobbying for similar action against the Japa- | 
nese auto industry. South Korea has jumped in with heavy | 
| that better relations with Washington could pave the way 
_ for credits from the World Bank, the International Monetary 
‚ Fund, the Asian Development Bank, etc. We should like to 


duties on phosphoric acids from China. 
Now, before sorting out the relative justice of individual 
claims, it's worth a minute defining exactly what dumping 


is. The classic definition is selling a product abroad for less | 
than you sell it at home, the alleged intent being to drive | 
competitors out of business by selling at a loss. As a practi- | 


cal matter, regulators must invoke extraordinarily murky | 


interpretations. In addition to strict price comparison, the | 
anti-dumping hounds often base their charge on comparing | 
prices with a third country. Even more complicated are | 
| agencies has been another blessing in disguise. Look at the 
| Philippines, a prime target of these loans, and now saddled 
| with nearly US$29 billion in debt and nothing to show for it. 
| Contrast this with the rapid prosperity of, say, Hongkong, 


dumping actions based on something called "constructed 
value," which basically means that the government bases its 
decision on the arbitrary calculations of various bureaucrats, 
who often work on what is called the "best available infor- 
mation," typically supplied by the domestic competitors 
who sought the anti-dumping action in the first place. 

This leads to all kinds of apples-and-oranges analyses, 
such as the comparison of new minivans sold in Japan with 
used minivans sold in the US invoked to penalise Mazda. It 
also hurts innocent bystanders. Japanese auto makers will 
discover that they suffer if they are not allowed to use lower- 
cost steel from China to make their cars. Among those pro- 
testing the action against foreign steelmakers is the US giant 
Caterpillar, a steel user that says American steelmakers are 
simply inefficient. Dumping is an especially blunt device 
because the charges do not have to be proven to hurt. Once 
the accusation is levelled, targeted firms find their custom- 
ers often desert them out of fear that their supplies will be 
jeopardised. 

What this all suggests is that the problem with dumping 
is not simply the application but the very idea. Anti-dump- 
ing actions conflict with the basic theory of international 
trade — comparative advantage — which says we all bene- 
fit from being able to purchase goods at better prices from 
abroad. It is no coincidence that places that refuse to enact 
anti-dumping legislation, such as Hongkong, do very well. 
Their domestic manufacturers are free to import lower-cost 
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Dump dumping 


This protectionist device harms everyone 


S МА 1933 





goods that then become part of a lower-cost production |. 
cycle. Of course, critics will answer that Hongkong has по | : 
| anti-dumping laws because it does not have large domestic . 
| interests busily arguing for protection against competition. - 

; Which is our point exactly. 


Think twice 


Hanoi looks to aid agencies 


t's beginning to look as though Henry Kissinger may have © 
the last laugh over Hanoi after all. Two generations after 
Americans fled Vietnam from the rooftop of their em- 
bassy, Hanoi is hoping to entice them back — and eager 


warn the Vietnamese that if they get the aid they're after, | 


they could find they've done as much damage to the coun- 
try as anything ever dropped from a B-52. 

Vietnam has done a remarkable job restoring its economy 
with its doi moi, or renovation, policy. The end of the Soviet 
subsidy forced Vietnam to become more self-sufficient. And; 
its isolation from the well-intentioned multilateral lending 


left happily unperturbed by the attentions of these lenders. 
To be sure, the multilaterals mean well and in recent years 
have urged more open markets — though we note that. 
bankers from these institutions rarely have to live under the 
austerity programmes and high taxes they often set for 
others. Experience suggests that their usual terms of credit 
and in-built bias towards a top-down approach to develop- 
ment are no substitute for market discipline. 

There is a special risk for Hanoi. As the REVIEW reported 
in our 4 February issue, Vietnam recently had a foretaste of 
what too much money and too little market can do. Even 
without multilateral agency involvement, the US$500 
million or so proposed power-line project from north to 
south has been plagued by corruption, delays, insufficient 
planning, politics and cost overruns. Vietnam needs infra- 
structure help, but not at the cost of loans for wasteful 
projects. With the IMF scheduled to meet in April and some 


doubts about the American insistence on blocking these | | 
loans, the danger is that Vietnam may soon be given the | 


cash to bite off more than it can chew. It would be a shame. 
if Vietnam, having shucked off one system of subsidy and 
tight central control over the economy, simply replaced E 


"with another. 
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LETTERS 


Taking issue 

Although I was gratified by a review of 
my book, Laogai: The Chinese Gulag [BOOKS 
SPECIAL, 8 Oct. '92], I take issue with Linda 
Jaivan’s assertion that I “must take respon- 
sibility for a slapdash approach to recent 
history" because I incorrectly called my 
friend Liu Binyan a "leader of the 1986 
student protests.” She asks: “If he makes 
these errors when working with widely 
available material, can we trust him when 
he is drawing from secret or personal 
sources?” 

I suggest Jaivan read page 119 of my 
book more carefully. I wrote: “During the 
1986-87 democracy demonstrations that 
swept the nation, protesters openly pro- 
claimed anti-dictatorship, profreedom, 
prodemocracy slogans — and yet the gov- 
ernment did not dare arrest a single stu- 
dent. Spokespeople and leaders of the 
movement such as Fang Lizhi, Liu Binyan 
[sic], and Wang Ruowang professed politi- 
cal and ideological beliefs directly opposed 
to those of the government, and yet all 
Deng Xiaoping dared to do was label them 
bad elements and remove them from the 
Party — he did not dare send them off to 





Laogaidui.” 

Another blanket conclusion Jaivin offers 
is that I have a proclivity for overstatement 
and generalisation, as, for example, my 
statement that “the rights granted by vari- 
ous constitutions have been completely ig- 
nored by the regime.” Permit me to quote 
more fully from the offending passage, 
which appears on page xiii: “[I]t has been 
forty years since the founding of the Peo- 
ple’s Republic of China, but the basic laws 
essential to legitimise a nation have never 
been completely formulated. Take, for ex- 
ample, the Constitution which has not only 
lost its authority and integrity due to these 
constant revisions, it has also never, in the 
actual political and social life of mainland 
China, achieved any real respect. Guiding 
principles and policies of the Chinese Com- 
munist Party serve in the place of law. 
These are spread by means of numerous 
‘documents’ that come from every branch 
of the Chinese Communist Party and even 
include ‘instruction’ and ‘spiritual talks’ by 
every party leader from Mao Zedong 
down. As a popular saying in mainland 
China has it, ‘policy is better than law, and 
leadership is better than policy’.” 

I suspect Jaivin and I simply do not 
share the same viewpoint of the Commu- 
nist legal system. Rather than engage the 
issue substantively, she chose blanket con- 
demnation. I think most of those Chinese 
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who experienced life under the Commu- 

nists for the past 43 years would agree with 
my analysis. 

HONGDA HARRY WU 

Boulder, Colorado 





Princely attitude 

Congratulations on your cover interview 
with Prince Sihanouk [1 want to retake 
power, 4 Feb.]. It nonetheless saddened 
me because it was so freighted with cli- 
ches, resentment, vanity, “charm” and so 
on. The Prince has no sense of history. 
Does he accept no responsibility for any- 
thing? In this sense, he resembles Pol Pot. 

When he talks about “retaking power,” 
what does he mean? Taking control of the 
SOC security apparatus? Most unlikely. Of 
the Khmer Rouge? A joke. What would he 
be autocratic with? 

I see no way that any of the factions, 
including Funcinpec, will give him unbri- 
dled executive power. He hasn’t enjoyed 
any since 1969, and nowadays few Cam- 
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bodians want him unleashed except him- 
self. He has almost no competent advisers 


| because he has trusted so few people and 
| insulted so many over the years. He has 


very few colleagues loyal to him for strate- 


| ріс as opposed to tactical reasons — except 
| perhaps some of his supporters outside the 
| country who may be mesmerised by his 


staying power and by his engulfing per- 
sonal style. Aside from an infinite capacity 
for mischief, I think his recent conduct, 


| however deeply motivated by what he 
| thinks is patriotism, is on balance an insult 


to the people he claims to serve. 
That said, your story is an extraordinary 


| piece of journalism that puts forward the 
| Prince's views with great clarity, in a way 


that might be helpful to those engaged in 


| formulating policies in and about Cambo- 


dia. 
DAVID CHANDLER 
Monash University 
Melbourne 


Mr Chandler is author of The Tragedy of 
Cambodian History (Yale University Press, 
1991) and Brother Number One: A Political 


| Biography of Pol Pot (Westview Press, 1992). 
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COVER STORY 


A Imost half a century after World War II 
ended, Japan is haunted by its wartime 
past. Asian women coerced into becoming 
sex slaves to serve Japanese soldiers are 
emerging to demand that Tokyo 
acknowledge its responsibility. Japan is 
being pressed to compensate the victims 
and record the barbarities in textbooks so 
that future generations of Japanese will 
grow up with this knowledge. George 
Hicks documents the historical record and 
former comfort women tell their stories. 
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INTELLIGENCE 


| Armour Division 


Pakistani military chiefs may decide to 


| scrap plans to buy 320 T72 tanks from Po- 
land and opt instead to accept a rival bid 
| by Britain to supply Chieftain tanks. Al- 


though the US$450 million deal to buy the 
Russian-designed T72s was earlier re- 
ported to be finalised, some Pakistani gen- 
erals are now thought to favour the British 


| offer to sell Chieftain Mk 10 tanks because 


— among other reasons — they would be 
available more quickly. The Pakistani re- 
quirement is intended to fill a gap until 
production of the locally developed Khalid 
tank starts in 1995. 


| Face ОН 


Japanese diplomats are embarrassed by 
Indonesian President Suharto's request to 
attend the Group of Seven (G7) summit 


| that will bring the leaders of the main in- 


dustrialised countries’ to Tokyo in July. 
While Suharto hopes to use the meeting to 


| put forward the views of the Non-Aligned 


Movement — which he currently chairs — 
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Suharto. 


directly to the delegates, Japan and other 


G7 members are unenthusiastic over set- | 
| ting a precedent by allowing the Indone- 


sian president the opportunity to do so. 
Japanese Foreign Ministry officials are at- 


promise that placates Suharto without hav- 
ing him actually attend the summit. 


| Seed Capital 


Vietnam's cabinet, meeting in Ho Chi 
Minh City in late January, authorised the 
establishment of an experimental stock- 
trading centre. The centre, seen as a tenta- 


tive step towards establishing the country's | 


first stock market, will buy and sell gov- 


| ernment bonds and shares in state-owned 


companies from an office in the State 


| Bank's Ho Chi Minh City branch. Authori- 


sation for opening the centre had been de- 
layed for months by communist party con- 
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servatives, who fear that the establishment 
of a capital market represents another step 
in Vietnam’s drift from orthodox socialism. 


Old Indochina Hand 


Zhang Qing, China's current ambassa- 
dor to Singapore, will soon take up the post 
of ambassador to Vietnam. А fluent Viet- 
namese speaker, Zhang is also a leading 


| expert on Cambodia. He served five years 


in the Chinese Embassy in Bangkok dur- 
ing the 1980s and was Peking's principal 
liaison representative — some analysts say 


| "control officer" — for the Khmer Rouge 


during this period. Chang was also in- 


| volved in the Paris negotiations that de- 
| cided the UN mandate in Cambodia. 


Asia on the Cheap 


US President Bill Clinton's determina- 
tion to cut costs has meant that instead of 
four senior department heads looking after 


| Asia in the National Security Council (NSC) 


there will only be two. Further, because the 
council's limited budget has already been 
spent, Clinton has been forced to find sen- 
ior NSC personnel from among those al- 
ready on the administration's payroll. This 
will inevitably lead to delays while the of- 
ficials are repositioned. For example, Kent 
Wiedeman, a China-specialist chosen as the 
NSC's principal adviser on Asia, is currently 
working on the State Department's Israel 
desk. Meanwhile, delays in the Senate's 
confirmation of nominated assistant secre- 
tary of state for East Asia and the Pacific 
Winston Lord means the administration 


| will have no one in charge of Asia policy 


until March at the earliest. 


Taking a Bow 
Noboru Takeshita is expected to leave 


| the Liberal Democratic Party (LDP) later this 


| tempting to work out a face-saving com- | 


month to help clear the way for an agree- 
ment with the opposition parties on pass- 
ing the fiscal 1993 budget, but allies of the 
powerful former prime minister hope they 
can avert pressure on Takeshita to resign 
from parliament. Leaders of three major 


| opposition parties have demanded that 
| Takeshita again testify about his ties to the 





Tokyo Sagawa Kyubin trucking company 
and the role of an organised crime group 
leader in suppressing harassment of Take- 
shita's 1987 prime ministerial bid by the 
Kominto, an extreme right-wing group. 
The opposition groups also want testimony 
from former LDP general-secretary Ichiro 
Ozawa and from Kiyoshi Sagawa, founder 
of the Sagawa group, as well as other busi- 
nessmen involved in the scandal. 








The US-made F18 fighter, shown here, is in competition with Russian MiGs in Malaysian skies. 
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Scrambled jets 


A Russian bid to sell MiG jet fighters to Malaysia has alerted the US to 
the fact that Moscow may be gaining a stake in the world’s fastest 


growing arms market. 


By Michael Vatikiotis in Kuala Lumpur and 
Melana Zyla in Washington 


n a belated bid to head off the first 

major Russian arms deal in Asean, the 

US is wooing the Malaysian Govern- 

ment with advanced fighter aircraft at 
bargain prices. A high level delegation 
from McDonnell Douglas arrived in Kuala 
Lumpur in early February armed with a 
deal US sources described as hard to beat, 
and will be followed by a team from Gen- 
eral Dynamics later this month. 

Whether or not Malaysia decides to buy 
two squadrons of MiG29M supersonic 
fighters from Russia, Cold War rhetoric has 
resurfaced in Washington over the deal 
and its perceived implications. For exam- 
ple, US sources recently warned that Rus- 
sian arms sales in the region would upset 
the strategic balance. The argument is that 
Russia may seek to balance US influence in 


10 


Asia through its own arms sales. As one 
Western diplomat put it: “The Cold War 
may be over, but the economic cold war 
has only just begun.” 

Whatever the merits of this essentially 
commercial fencing match, Malaysia has 
now become a focus of US-Russian rivalry. 
Badly in need of a new generation of 
fighter aircraft for its air force, Malaysia 
started negotiating with the Russians for 
the purchase of MiG29s in late 1991. If se- 
cured, the deal will be the first Russian 
arms sale in Asean. 

Now, in what US industry sources de- 
scribe as a “unique” effort, the US Embassy 
in Kuala Lumpur has spent the past six 
weeks persuading US defence companies 
to trim cost margins and delivery lead 
times on either General Dynamics F16A/B 
or McDonnell Douglas F/A18 fighter air- 
craft to match the Russian offer. 

By all accounts Malaysia has struck a 
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deal with Russia. Foreign defence sources 
in Kuala Lumpur describe the M$2 billion 
(US$760 million) package, which includes 
some 18 MiG29s and six Mi35 helicopter 
gunships, as a bargaining coup for Malay- 
sia. But the sources insist that nothing has 
yet been signed. Haggling continues over 
how large a cash payment Malaysia will 
make, as Kuala Lumpur is particularly 
keen to pay a sizeable amount of the bill in 
such commodities as palm oil. 

More controversial, as far as Washing- 
ton is concerned, are reports that Kuala 
Lumpur could persuade Moscow to set up 
a spare parts and technical backup facility 
in Malaysia. 

Fuelling speculation that Malaysia will 
opt for the MiG29 is a just-signed memo- 
randum of understanding with India to 
promote defence cooperation, the first such 
agreement India has signed with any 
Asean country. India both builds and op- 
erates the MiG29, which means the Malay- 
sian air force could secure spare parts and 
logistical support for its MiGs from India. 

The haste with which Washington has 
thrown together a counter offer suggests a 
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sudden realisation of how close Malaysia 
is to providing Russia with a toe-hold in 
the lucrative Asean arms market. 

Moscow has moved quickly to secure 
arms deals in the region. Apart from Ma- 
laysia, Russia has approached Indonesia, 
the Philippines and Burma with attrac- 
tively priced arms. Indonesia was offered, 
though later turned down, an upgraded 
version of the 1960s era MiG21. Burma is 
said to be considering buying helicopters 
and Su24 ground attack aircraft. The Phi- 
lippines is assessing Russian-made ar- 
moured personnel carriers. 

Defence experts are divided on whether 
the competition for arms sales is strategic 
and political, or merely business rivalry. 
While some highlight the security aspects, 
others see it more in trade terms. 

Marvin Ott, a defence expert at the US 
National War College says: "The Ameri- 
cans believe that if given the choice the Ma- 
laysians would want to buy the F18s and 
there does seem to be a certain reluctance 
on the part of Malaysians to conclude the 
[long-discussed] MiG deal. But it is [Prime 
Minister] Mahathir who decides, and he 
seems to be adopting a ‘buy America last’ 
policy.” Ott feels the decision could be po- 
litical and favour Russia. 

Larry Niksch, Asia specialist at the Con- 
gressional Research Service in Washington 
says: "I don't think it is a political question 
here of balancing Russian interest [in 
Southeast Asia]. It is just commercial com- 
petition." 

Nevertheless, Moscow's marketing 
thrust in Southeast Asia has galvanised the 
US defence establishment into action. 
"Arms sales have always been rather im- 
portant in terms of diplomacy," said Derek 
Da Cunha, a defence analyst at Singapore's 
Institute of Southeast Asia Studies. "Seeing 
the Russians making inroads [in this re- 
gion] suggests a further reduction in US 
influence," he said. 

Western defence sources believe that 
Washington is offering the US aircraft at 
bargain prices in a bid to prevent this. The 
F16 could be on offer for as low as US$22- 
24 million per aircraft, while the more so- 
phisticated multi-role F/A18 is believed to 
be priced as low as US$30-35 million. 

Just a year ago, these aircraft were 
priced as much as US$20 million higher. 
There were also long waiting lists for de- 
livery. US defence sources admit that while 
the Russians are offering delivery within 
six months of signing a deal, it can take up 
to 44 months before an F16 can be shipped 
to a customer. 

A source at McDonnell Douglas insists 
that the company has remained consistent 
with its earlier pricing, but suggests that 
cost margins may have been shaved from 
the US Government component of the 
package — which includes training and 
some of the technology built into the air- 
craft. The government also has some con- 
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trol over delivery scheduling. 

McDonnell Douglas is already working 
with Malaysia on a broad-based memoran- 
dum of understanding to develop the 
country's aerospace industry. Sources at 
the company say this would greatly en- 
hance the prospects for technological and 
manufacturing offset of military equipment 
bought from the US. 

For Malaysia, the F/A18 would be an 
attractive proposition if priced substan- 
tially lower than the US$50 million flya- 
way price earlier tagged to the aircraft. 
Defence analysts say Malaysia needs a 
multi-role fighter bomber to satisfy the air 
force's strategic requirement of being able 
to patrol its 200-mile maritime economic 
exploitation zone. The twin-engined, two- 
seat F/A18 — designed as a naval carrier- 
borne fighter bomber — fulfils this role bet- 
ter than either the MiG29 or the F16, de- 
fence analysts say. If it bought the aircraft, 
Malaysia would also be the first Asean 
country to operate the Е/ А18. 

The problem the US faces is that the 
offer comes a little late in the day, and is 
set against a recently troubled bilateral re- 
lationship. However, there are signs that 
US-Malaysian relations are on the mend. 
The strain in bilateral ties set in after Wash- 





Mahathir at an air show in Malaysia. 


ington's negative reaction to Prime Minis- 
ter Datuk Seri Mahathir Mohamad's pro- 
posed East Asia Economic Caucus (EAEC) 
that excluded the US. 

Although several attempts last year to 
arrange meetings between senior US offi- 
cials and Mahathir failed to break the ice, 
the climate now seems to be thawing. A 
change of US ambassador in Kuala 
Lumpur in late 1992 has been cited by 
senior Malaysian officials as fuelling a 
more constructive, flexible approach to 
EAEC. 

Even if the political obstacles to buying 
the US aircraft are crumbling, many ob- 
servers feel that Malaysia's decision will 
eventually be made on cost grounds. "Ulti- 
mately what Malaysia wants is the best 
system at the best price," a Malaysian de- 
fence expert said. в 
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Instant 
navy 


By Tai Ming Cheung in Hongkong , 





В argain arms sales do not come much 





cheaper than Indonesia's acquisition 

of a sizeable portion of the former 
East German navy. For less than the cost of 
a new warship built in the West, Indonesia 
has bought 39 naval vessels for an esti- 
mated US$120 million, defence analysts 
said. 

The deal, signed in December 1992, is 
expected to be formally announced when 
Germany's Chancellor Helmut Kohl visits 
Jakarta in late February. In addition, there 
are orders for up to three new German sub- 
marines that would substantially boost the 
offensive capability of the Indonesian navy, 
already the largest in Southeast Asia. 

Although the number of East German 
ships acquired is substantial, analysts say 
their limited firepower and relatively ad- 
vanced age raise few imme- 
diate military implications to 
worry Indonesia's neigh- 
bours. Although 16 of the 
ships are Parchim-class cor- 
vettes originally equipped 
with anti-aircraft missiles, 
most of their armaments 
have reportedly been re- 
moved. Another eight are 
minesweepers and the re- 
mainder are landing craft. 

Although the Indonesians 
could refit the corvettes with 
powerful weapons systems, 
such as advanced anti-ship 
missiles, analysts believe 
high costs would probably 
deter such a move. The ships 
are also only expected to be in service for 
10 years. Instead, analysts believe the ves- 
sels will be used primarily for coastal de- 
fence duties — such as anti-piracy, anti- 
smuggling and prevention of illegal fish- 
ing patrols — and logistics support across 
the country's almost 1.6 million square 
kilometre territorial waters. 

Further, analysts see the acquisitions as 
a stop-gap measure in the Indonesian 
navy's longer term goal of building up a 
modern blue water fleet. The Indonesians 
have a long-term plan to build 23 frigates 
at local shipyards, though this may be put 
back by the East German purchases. In ad- 
dition, the air force is acquiring 24 British 
Aerospace Hawk combat aircraft over the 
next couple of years, with options on more 
than another hundred. One of the aircraft's 
main missions will be maritime defence. 
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The sale of опе German Туре-209 xd 
sel-electric submarine was signed last Sep. | 
tember, and there are options on another | 
two, says Prasun Sengupta, a defence ana- 
lyst in Singapore. If the Indonesians decide | 
to buy these other vessels, it would bring 
to five the number of such boats operated 
by the Indonesian navy. 

The deal is considered to be militarily 


more significant because of the subma- | By R odney Tasker rini Bangkok 


rines' offensive capabilities, though they 
could cost more than twice the amount of 
all the former East German warships. In- 
donesia is the only Southeast Asian state to 


operate submarines, though other coun- | 


tries in the region — notably Malaysia — 
have stated their intention to acquire them. 

While its newly expanded fleet is not 
seen as tilting the regional naval balance, 
Indonesia may use its additional warships 
to exercise greater control over its territo- 








rial waters. In particular, some Southeast | 


Asian security analysts believe Jakarta may 


now seek to assert its rights over access to | 


its archipelagic sealanes and straits. 

One noted that "Indonesia is in the 
process of selecting sealanes in its 
archipelagic waters which can be used as 


international sealanes. Their intention is to | 


limit passage to authorised routes. There 
will be more restrictions, and international 
shipping will have to adhere more closely 
to these routes than before. For this the In- 
donesians need more ships to patrol their 
waters." 

In September 1988, the Indonesians 
flexed their muscles by temporarily sus- 
pending passage of ships through the 
Sunda and Lombok straits. Although 
claiming the closure was due to naval live- 
firing exercises, observers believe Jakarta 
was testing foreign reaction as it disputes 
international maritime laws that limit its 
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Security embrace 


Thai-US defence ties regain lost ground 











fter a two-year period, in which the 
А US put its previously comfortable 

political and military relations with 
Thailand on hold, bilateral ties are now 
moving ahead at a brisker clip. So much so 
that Bangkok is for the first time pressing 
Washington to set up a bilateral security 
forum. 

Soon after the September 1992 Thai gen- 
eral election, which restored a democratic 
government and ended the US freeze, the 
Thai Foreign Ministry made a proposal to 
the US State Department. It was for a bilat- 
eral forum in which senior diplomats, de- 
fence and security officials from both sides 
could regularly consult each other on secu- 
rity issues. The so far unpublicised Thai 
initiative received a ready response from 
the State Department late last year, then 


| under the Bush administration, and it was 





right of control over the country’s | 


archipelagic sealanes. 

But as Mak Joo Num, a naval specialist 
at Malaysia's Institute of Strategic and In- 
ternational Studies, pointed out, Jakarta has 
been careful in its efforts to challenge these 
international conventions because of Indo- 
nesia's limited military capabilities. "They 
want to enforce their claims over their 
archipelagic waters, but have not yet been 
able to without a loss of face." In 1988, for 
example, Indonesia made sure no Western 
warships were in the area when they an- 
nounced the closure of the straits. 

In addition to its latest purchases, the 
Indonesian navy is developing new bases 
at the country's extremities. These include 
bases at Sibolga in Western Sumatra near 
Singapore and in the Aru Islands, about 800 
km northeast of the Australian city of Dar- 


Islands, south of the disputed Spratly Is- 
lands in the South China Sea, where a ma- 
jor effort is currently under way to exploit a 








huge natural gas field. в 
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Thai troops аге to resume training in the US. 


| agreed to hold the first forum in Washing- 


ton in March. 

Now, the Thai Foreign Ministry is wait- 
ing to hear from the new officials under 
the Clinton administration. There is some 
concern that with the new emphasis on 


| human rights and democracy, rather than 


military relationships, Washington may 
not be all that enthusiastic. 

^We will have to wait and see how this 
administration reacts," Sarasin Viraphol, 
director-general in the Thai Foreign Minis- 


| try, told the REVIEW. He said the initiative 
win. Other key areas Indonesian officials | 
say need to be defended include the Natuna | 


was made "because we now think we 
should have a comprehensive look at our 
relationship, that we should be serious 
about improving our bilateral relationship; 
we never had this before." 

Sarasin said the move was made not 
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only because relations with the US im- 
proved after the election of Prime Minister 
Chuan Leekpai in September, but in the 
wake of what is perceived to be Washing- 
ton's generally declining military involve- 
ment in the region. Despite the two-year 
ШІ in relations following the February 
1991 coup and then the bloody confronta- 
tion between the military and pro-democ- 
racy demonstrators in Bangkok in May 
1992, Thailand has long been a staunch US 
ally in the region. 

As a senior US official commented: 
"Thailand has been a reliable ally in the 
past, and we anticipate continued good, 
closer relations in the future." He pointed 
out, for instance, that Bangkok readily of- 
fered the US the use of its southeastern 
airbase at U-Tapao as a staging post for its 
military aircraft during the build-up to the 
Gulf War in early 1991. "Now we're back 
to business as normal with Thailand," the 
official added. 

That business includes a re- 
sumption of joint military exer- 
cises as well as the ongoing use of 
U-Tapao by US transport aircraft 
and regular visits by US 7th Fleet 
warships to Thai ports. Before the 
1991 coup, when the US sus- 
pended political and military rela- 
tions with Bangkok, more than 40 
joint military exercises a year were 
held in Thailand — more than in 
any other Asian country. 

In May 1992, following the 
general election two months be- 
fore, thousands of US and Thai 
troops began their annual Cobra 
Gold exercise in what was to be 
the biggest joint exercise in Asia 
that year. But the US called it off after one 
week when Thai troops opened fire on 
unarmed protesters in Bangkok streets. 

Now an advance guard of 200 US mili- 
tary personnel are in the northern Thai 
town of Phitsanuloke planning the first 
Cobra Gold exercise in two years. The US 
apparently does not believe that the grow- 
ing number of Thais who are anxious to 
see their country develop towards fuller 
democracy are worried by Washington's 
collaboration with the Thai military. Apart 
from condemning the 1991 coup and last 
years violent confrontation in Bangkok, 
the US came out strongly against previous 
coup attempts in 1985 and 1981. 

The US reaction to the 1991 coup in- 
cluded a freeze on Thai purchases of mili- 
tary hardware, even weapons which had 
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been paid for in advance, whether for do- 
mestic or external security. The US is Thai- 
land's main source of arms: the Thais have 
one squadron of advanced F-16 fighter 
bombers, with another one on order, plus 
an array of other military aircraft, war- 
ships, M-60 and M-41 tanks, artillery, ar- 
moured personnel carriers and small arms. 


TAIWAN 


President's choice 


New premier is first ever non-mainlander 


Military assistance to Bangkok had al- | 


ready been scaled down to a level of 
US$10.6 million in 1990. An important 


component in this aid, from the Thai mili- | 


tary's point of view, was the training of 
Thai officers in the US. That is now being 
resumed, with US$2 million proposed for 
such a programme this year. 


Economic relations between the two | 


countries were relatively unaffected by the 
February 1991 coup and last May's vio- 
lence. Washington froze its economic aid 
during that period but the aid had 
amounted to less than US$20 million an- 
nually, anyway. As a US official pointed 
out Washington had already been consid- 
ering whether Thailand, with its rapid eco- 
nomic growth, was a deserving case for a 
continuing the aid programme. "It is a 
country rich enough that our aid may be 
more needed elsewhere," the official said. 
^We're looking into this." 


involve inadequate Thai enforcement of 
intellectual property rights, with some mis- 
givings about child labour and lack of la- 
bour union rights — particularly in Thai 
state enterprises, where unions were forci- 
bly dissolved by military rulers in late 1991. 

Thailand is still one of three countries 
— the others are Taiwan and India — on 


By Julian Baum in Taipei 


aiwan President Lee Teng-hui's 

| choice of Lien Chan to become the 

nation's first native Taiwanese pre- 

mier has confirmed his determination to 

bring the government into line with popu- 
lar expectations. 

Although Lee's nomination of the Tai- 
wan provincial governor had been antici- 
pated, it was still seen as a controversial 
step. Before the appointment, the president 
had been under pressure to appoint a can- 
didate more acceptable to the pro-China 
wing of the party. 

Lien's nomination was approved by the 
ruling Kuomintang's (KMT) central stand- 
ing committee on 10 February, but is still 
subject to confirmation by the legislature 
which is expected to scrutinise him more 








| thoroughly than it has other candidates in 
The main irritants in bilateral economic | 
relations, from Washington's point of view, | 


the list of “priority foreign countries" un- | 
der the Special 301 Clause of the US Trade | 
Act, mainly because of US concern over | 
intellectual property rights. Bangkok has | 


passed legislation over the past two years 
to tighten such controls, but US officials 


still complain about the lack of enforce- | 
ment. This mainly concerns pirated audio | 
and visual tapes, movies and compact | 
discs. "The vast majority of foreign titles | 
marketed here are pirated," the US official | 


commented. 

Otherwise, the US remains the second 
largest foreign investor in Thailand, with 
20% of the country's total, chiefly in en- 


ergy and manufacturing, compared with | 


Japan's 40%. Although bilateral trade lags 
behind that with Japan the US comprises 
the largest single market for Thai exports. 
According to official Thai statistics, Thai 


exports to the US reached Baht 152 billion | 


(US$5. billion) in 1991, while imports from 
the US totalled Baht 103.6 billion. The US 


now takes about 20% of all Thai exports, | 


more, for instance, than all the EC coun- 
tries combined. So it is little wonder that 
Bangkok, perhaps more than the US, is 
keen to keep the bilateral relationship on a 
more even keel than before. Ë 
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the past. Last-minute caucusing between 





Lien and senior KMT officials apparently 
eased concerns about tax irregularities by 
Lien’s wife, Fang Yu. Two years ago, Fang 
paid a fine for evading payments to the 
revenue service. 

The appointment of a new premier be- 
came a certainty in late January when 
former premier Hau Pei-tsun submitted his 
resignation following the KMT's setback in 
last December's elections to the national 
legislature. Even after Hau's resignation, 
however, tensions continued between Lee 
and the mainland wing of the KMT of 
which Hau had been a prominent mem- 
ber. Hau and his followers opposed the 
choice of Lien as the new premier, instead 
supporting another leading Taiwanese 
politician whom they viewed as more ac- 
ceptable to mainlanders in the ruling KMT. 

Ironically the KMT’s opposition in the 
legislature has given guarded support for 
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Lien's nomination. "Lien will be a good 
partner for the president in making 
policy," says veteran oppositionist Ju Gau- 
jeng, who openly criticised Lee during the 
power struggle leading up to the resigna- 
tion of the cabinet. "With the nomination 
of Lien, the dualism of the presidency and 
the cabinet in the central government will 
be eliminated." 

Sources say that Lee had been intent on 
ending both an unwritten rule that a Chi- 
nese mainlander should fill the premier's 
post, as well as ethnic assumptions about 
other key positions in the government. But 
his supporters said he also wanted a pre- 
mier with whom he shares common politi- 
cal views. Lien fills both those criteria, 
though critics that maintain his past accom- 
plishments have been minimal. 

Although he was born in mainland 
China, Lien, 56, is considered Taiwanese 
because his father was an eighth genera- 
tion native of the 
island while his 
grandfather was a 
prominent scholar 
of Taiwanese his- 
tory during the 
Japanese colonial 
era. As an only 
child, Lien inherited 
land and equity 
holdings that now 
place him among 
the top 20 taxpayers 
on Taiwan. 

With a doctorate 
in political science 
from the University 
of Chicago and a career that has combined 
teaching with a variety of posts in the gov- 
ernment and KMT, Lien's professional back- 
ground is similar to that of Lee himself. 
Before becoming Taiwan provincial gover- 
nor in 1990, Lien served as vice-premier 
and as minister of both communications 
and foreign affairs. 

Lee's decision on the premiership fol- 
lowed a series of unprecedented meetings 
with members of the KMT's central stand- 
ing committee and MPs from both the KMT 
and the opposition Democratic Progressive 
Party. In those sessions he was sometimes 
bluntly criticised for his handling of party 
and government affairs. Among the critics 
was Lee Ching-hua, son of former premier 
Lee Huan, who demanded that the presi- 
dent resign to take responsibility for the 
KMT's poor showing in last December's leg- 
islative elections. " 
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SOUTH KOREA 


Roh reminisces 


South Korea's President Roh 
Tae Woo, speaking to foreign 
journalists two weeks before 
his retirement on 25 February, 
indicated that he might 
continue to play an 
international role for his 
country after he leaves office. 
In addition to writing his 
memoirs, Roh said he plans to 
travel to Japan and other 
countries. Looking back, the 
president said his greatest 
thrill in office had been to host 
the 1988 Summer Olympic 
games in Seoul. He also 
acknowledged feeling great 
pride at having expanded 
Seoul's diplomatic frontiers 
by opening relations with 
some 40 new countries 
including the former Soviet 
Union and China. Roh steps 
down from office after a five- 
year term during which he 
steered the country from an 
authoritarian military system 
to an open democratic 
government. 





Roh looks for new role. 


School scandal 


The Education Ministry on 8 
February launched an 
extensive probe into the 
financial condition of all 
private educational institutions 
following revelations that a 
private college in Seoul 
illegally admitted students in 
exchange for large donations 
to the school's foundation. A 
total of 72 students who 
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entered Kwangwoon 
University in 1991 and 1992 
were expelled while about 30 
officials and parents who 
demanded or made illegal 
contributions were arrested. 
The scam is the biggest 
university-related fraud in 
South Korea's history. 
Kwangwoon officials are 
accused of manipulating 
computerised admission 
scores and failing to 
discipline some academically 
deficient applicants who hired 
proxies to take entrance 
examinations. 


INDOCHINA 
Managing the Mekong 


Vietnam, Thailand, Cambodia 
and Laos on 5 February signed 
а joint communique in Hanoi 
outlining the broad principles 
for resuming cooperation in 
the development of the 
Mekong River. Thailand's 
earlier demand that its 
neighbours agree to a 
complete reorganisation of the 
Mekong Committee — the 
UN-sponsored body that 
supervises the development 
and use of the river — had 
delayed the readmission of 
Cambodia into the 
organisation after an absence 
of 18 years. The four countries 
agreed to meet again in 
Thailand in April to discuss a 
new framework for 
cooperating to develop the 
river's resources. 


THAILAND 


Dalai Lama visit 


The Thai Government has 
agreed to allow the Dalai 
Lama to visit Thailand in 
March, Deputy Foreign 
Minister Surin Pitsuwan 
confirmed on 8 February. The 
Tibetan spiritual leader was 
invited by a group of six 
Nobel peace prize laureates to 
join them in a trip to Bangkok 
and to the Thai-Burmese 
border where they will 
publicise the plight of another 
laureate, Aung San Suu Kyi, 
who has been under house 





Dalai Lama is set for Bangkok. 


arrest in Rangoon since 1989. 
The Dalai Lama's last 
application to visit the country 
in 1990 was turned down 
because the government at the 
time did not want to 
antagonise China, which 
regards him as a dissident 
leader. 


TAIWAN 

Basketball diplomacy 
Taiwan's Ministry of 
Education has cleared the way 
for the first visit to Taiwan by 
a sports team from China. 
Under the sponsorship of the 
Chinese Taipei Basketball 
Association, basketball squads 
from Liaoning and Hebei 
provinces will play exhibition 
matches in Taipei and other 
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cities in mid-February. 
However, an official for the 
association said the mainland 
teams will not be allowed to 
display their national flag or 
play the Chinese national 
anthem. 





SINGAPORE 


Apology accepted 


Ashleigh Seow, the Singapore 
Democratic Party (SDP) 
opposition candidate who lost 
a by-election last year, publicly 
apologised to two former and 
two current MPs from the 
ruling Peoples’ Action Party 
(PAP) for comments he made 
during a rally on 12 
December. Referring to the 
MPs, all of whom hold 
executive positions in 
government-controlled 
companies, Seow had said that 
it made “a lot of sense to jump 
on the РАР escalator and get to 
the top quicker.” After Ng 
Pock Too, Hong Hia, Heng 
Chiang Meng and S. Chandra 
Das complained, the spp 
member took out a newspaper 
advertisement on 7 February 
in which he apologised for 
attributing “dishonourable 
motives” for their entry into 
politics. Seow also agreed to 
donate 5$25,000 (US$15,240) to 
a charity nominated by the 
MPs. 


AFGHANISTAN 


Governor killed 


5 Nasrullah Mansoor, governor 


of Paktia province, and six 


> bodyguards were killed on 9 


February when the jeep they 
were travelling in hit a land 
mine south of the provincial 
capital Gardez. Officials were 
unable to determine whether 
the mine had been planted by 
a rival group or whether it 
was left over from the 13-year 
civil war against the former 
Soviet-backed government. 
Mansoor, a prominent guerilla 
commander during the war, 
becomes the most senior 
leader to be killed since the 
rebels took power in April 
1992. 
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FOREIGN 


RELATIONS 


South Asian dilemma 


US gropes for role in subcontinent 


By Susumu Awanohara in Washington І 








by Russian President Boris Yeltsin's 

support for their position on Kashmir 
and by his confirmation that Moscow will 
supply powerful rocket engines for India's 
space programme, despite objections from 
Washington. But if they were hoping that 
the Russian leader's visit to New Delhi in 
late January would jolt Washington into a 
new assessment of its role in the subconti- 
nent, they seem likely to be disappointed. 

Preliminary indications of the Clinton 
administration's views on the subcontinent 
suggest that officials believe they can take 
their time in searching for a new US role in 
the region — particularly when it comes to 
helping to resolve the intractable Kashmir 
issue. This attitude stems partly 
from the view that the collapse 
of the Soviet Union means the 
US no longer has to support 
Pakistan against India. US offi- 
cials now hope to be able to 
approach both Kashmir and the 
equally intractable issue of 
regional nuclear proliferation on 
their own merits, though they 
admit that it may often be diffi- 
cult to decide what these are. 

As Secretary of State Warren 
Christopher said in his confirma- 
tion hearing last month, the end 
of the Cold War "removed a 
number of tensions that had 
overlaid [US-India] relation- 
ships." In the past, close military 
ties between New Delhi and 
Moscow and between Islamabad 
and Washington had added to these ten- 
sions. Christopher underlined that US Am- 
bassador to India Thomas Pickering was 
"quite optimistic about the trendlines" of 
the US-India relationship. 

On Pakistan, Christopher said he sup- 
ported "strong, anti-proliferation legisla- 
tion with teeth [against] people who . . . try 
to go nuclear." Such legislation, or the 
"Pressler amendment" which bars US aid 
to countries newly acquiring nuclear wea- 
pons, was invoked against Pakistan in 
1990, severely straining relations which 
were particularly close when Pakistan and 
the US supported Muslim rebels in Af- 
ghanistan against occupying Soviet forces. 

Late last year, the US came close to call- 
ing Pakistan "a sponsor of international ter- 
rorism" in Kashmir and Indian Punjab. The 
State Department said it lacked conclusive 


I ndian leaders were evidently buoyed 
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evidence, but that Pakistan could be desig- 
nated "should the facts so warrant." 

The US apparently was not surprised 
by the outcome of Yeltsin's India visit. Al- 
though Washington last year imposed a 
two-year ban on the sale of sensitive US 
technology to Russian and Indian organi- 
sations involved in the Moscow-New Delhi 
rocket engines deal, it is fairly certain that 
Russia is not aiming to revive the type of 
special security relationship that existed 
between the Soviet Union and India. ^Rus- 
sia wants to sell weapons to others, too, 
especially China," a US official says. 

Towards the end of the Bush adminis- 
tration, US officials debated whether Wash- 
ington should play a more active part in 
South Asia. Some officials argued that the 
US position as the single superpower gave 


КЛЕТ ? 


Kashmir militants pose а problem. 


it an opening to offer its good offices on 
Kashmir at a time ^when another war over 
the territory could go nuclear." Others said 
Kashmir was impossible to solve and was 
therefore to be avoided. 

Even the activists among US officials 
agree that the US must remain strictly “im- 
partial and non-aligned" on Kashmir in 
order to be most helpful. But some experts 
feel that the position which the US has 
taken on Kashmir is "a formula for inac- 
tion" and outdated, as president of Asia 
Society Nicholas Platt, who was ambassa- 
dor to Pakistan until late last year, put it. 
The US position has been that Kashmir is a 
disputed territory and that India and Paki- 
stan should resolve it in the spirit of the 
Simla accord — under which the two sides 
agreed to resolve outstanding issues 
through bilateral talks — "taking into ac- 
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count the wishes of the people of Kashmir, 
both Muslim and non-Muslim." 

US officials are careful not to advance 
their own formula for a Kashmir settle- 
ment, saying that ideas must come from 
the parties directly concerned. But US ex- 
perts agree that dialogue among the par- 
ties would be useful and thus welcomed a 
conference on "Creative Approaches to 
Kashmir" organised in Washington last 
month by the US Congress-funded US In- 
stitute of Peace think-tank. 

Attended by influential private sector 
experts — many of them retired senior of- 
ficials from India, Pakistan and the US — 
this conference dwelt on unofficial diplo- 
macy in the absence of official discussions 
on Kashmir. The convener of this confer- 
ence, institute president Samuel Lewis, has 
since been nominated as head of the State 
Department's Policy Planning Staff, which 
raises hope among some that Clinton may 
take an interest in South Asia. 

Another point on which many US ex- 
perts increasingly agree is that the Kash- 
mir dispute is the mainspring of tension 
between India and Pakistan and that its 
solution is important if progress is to be 

, made on other fronts. 

М: — On the nuclear issue, US offi- 
cials have been making "realistic 
additions" to their traditional po- 
sition that both India and Paki- 
stan should sign the nuclear non- 
proliferation treaty (NPT) and ac- 
cept full-scope safeguards. "NPT 
is still important but the fact is 
that both countries already are 
capable of building nuclear 
bombs," a US official says. "We 
accept the current situation as re- 
ality, not as a permanent condi- 
tion... and we're asking, what 
can we get [India and Pakistan] 
to do today?" the US official 
adds. The US wants to freeze nu- 
clear weapons development in 
the two countries, encourage 
them to "roll back" their nuclear 
programmes and ensure that they do not 
become sources of further proliferation. 

Some US officials have suggested that 
"realism" amounts to acceptance of the sta- 
tus quo. Pakistan will not roll back its pro- 
gramme unless the India also does, and 
India in turn will not roll back unless the 
whole world — or at least China — does, 
which is not likely to happen soon. Fur- 
ther, the US has little leverage over India 
and having used the Pressler amendment, 
it has lost much of its leverage over Paki- 
stan. In a recent study sponsored by the 
Carnegie Endowment for International 
Peace, non-official experts Selig Harrison 
and Geoffrey Kemp argued that "the US 
should shift from a focus on non-prolifera- 
tion in South Asia to a policy designed to 
maintain nuclear restraint." But the US 
continues to insist on roll back. " 
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Turning on 
the heat 


Second power centre 
threatened by China 








By Tai Ming Cheung in Hongkong 

t was not what the doctors had or- 
I dered. As Hongkong Governor Chris 
Patten rested from a heart operation 
brought on by stress and an over-generous 
diet, top Chinese officials responsible for 
Hongkong affairs gathered their support- 
ers from the colony for consultations aimed 
at stepping up the political pressure on the 
governor. The meeting, held in Canton 
from 5-7 February, was clearly timed to 
precede the Legislative Council's (Legco) 
debate on Patten's political reform propos- 
als for the territory. 

During the Canton meetings both the 
head of the New China 
News Agency in Hong- 
kong, Zhou Nan, and the 
director of the State Coun- 
cil’s Hongkong and Macau 
Affairs Office Lu Ping, con- 
firmed that China would set 
up an alternative power 
centre should Legco go 
ahead and approve Patten's 
proposals. The Executive 
Council (Exco) is believed 
to have already accepted 
the governor's plans for 
greater democracy in the 
run-up to 1997, although 
apparently not without res- 
ervations from some of its 
members. 

China's threat to set up 
a shadow organisation, or second "stove" 
as it is euphemistically termed, has been 
on the cards since Peking began denounc- 
ing Patten last October. Although Peking 
had floated the idea to its supporters in 
Hongkong in recent months, Chinese offi- 
cials had not confirmed that they would 
create such an institution until now. China 
evidently clung to the hope that the threat 
alone might be enough to persuade Patten 
to withdraw his proposals. 

According to press reports, which were 
not denied by Chinese officials, it was pa- 
triarch Deng Xiaoping who proposed the 
setting up of the second stove. When and 
where this alternative power centre should 
be established, its terms of reference and 
membership were among the key topics 
under discussion at the Canton meetings. 
Most of Peking's 44 appointed Hongkong 
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Zhou Nan confirms 
alternative plans. 


advisers attended the gathering and gave 
their views over what China's next moves 
should be. 

Shiu Sin-por, executive director of the 
pro-China, Hongkong-based One Country, 
Two Systems Economic Research Institute, 
who attended the Canton meeting, said 
that the proceedings “were very success- 
ful. There was a good cross-section of 
views that reflected the different tenden- 
cies of thinking within Hongkong at 
present." Chinese officials said these views 


ciding their next moves. 

These differing views focused over the 
arrangements for the new organisation, 
whose ostensible function will be to han- 
dle the transition to Chinese sovereignty in 
1997. Some advisers, such as the chairman 
of the Business and Professional Federa- 
tion Vincent Lo, argued that the body 
should be primarily composed of Hong- 


kong citizens. But others, such as former | 


Exco member Lo Tak-shing, who took a 
more hardline stance, said that Chinese of- 
ficials needed to be involved to provide the 
organisation with sufficient political clout. 
Lo also proposed that an administrative 
staff of some 30 officers should be recruited 
and trained in China for 


УПІНМІХ 


would then be incorporated 
into the post-1997 govern- 
ment. 

If Peking decides to go 
ahead. with this new or- 
ganisation, which would be 
called a consultative com- 
mittee in order not to 
breach the Basic Law, it is 
likely to be invested with 
substantial powers, includ- 
ing perhaps the vetting of 
contracts being awarded by 
the Hongkong Government 
extending beyond 1997. 
Some more moderate ad- 
visers, such as former Exco 
member Maria Tam and 
publisher Xu Simin, urged Peking to 
resume discussions with Britain in the 
hope that it may still be possible to negoti- 
ate a way out of the dispute. 

Chinese officials also sought to 
downplay the possibility that they would 
victimise senior Hongkong civil servants 
for their role in promoting Patten's pro- 
posals. These assurances follow recent per- 
sonal attacks by Peking against officials 
overseeing economic and political portfo- 
lios at the centre of the Sino-British row. 


Officials specifically targeted by China | 


include Michael Sze, secretary for constitu- 
tional affairs, and Anson Chan, the secre- 
tary for Economic Services, who declared 
that the Hongkong Government could go 
ahead with plans to develop a container 
terminal despite Chinese objections that it 
required their approval. ы 
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INDIA 


Dissident 


backlash 


Hao under fire 


ог Ayodhya failure 


would be taken into consideration in de- | 





By Hamish McDonald in New Delhi 


Е ог Arjun Singh, India's minister for 





human resource development, the 
demolition of the Ayodhya mosque 
by Hindu revivalists on 6 December 1992 
and the bloody aftermath pose one of the 


| starkest challenges the country has ever 
| faced. 








"Let us clearly understand that what we 
are witnessing is the metamorphosis of the 
communal elements into an organised, 
ruthless and unscrupulous fascist move- 
ment which will stop at nothing to turn 
India into a fascist theocratic state," Singh 


| says. "Shall we allow this to happen with- 


out any protest or struggle?" 

Although he stops short of saying it out- 
right, Singh makes it clear he thinks Prime 
Minister P. V. Narasimha Rao's govern- 
ment and the ruling Congress party are not 
putting up enough of a fight. Singh, in fact, 


| is riding a wave of malaise within the Con- 
| gress which could eventually turn into a 
| threat to Rao's leadership. 


Citing "drift and indecision" in the 
party, Singh said the vast majority of Con- 
gress members were "frustrated and be- 
wildered" about their role in the current 
crisis, as the party had not spelled out what 
they should be doing. While Congress was 
being marginalised, the Hindu nationalist 
Bharatiya Janata Party (ВЈР) was taking cen- 
tre stage. 

Singh's criticisms were made in a pub- 
lic statement shortly before a meeting of 
the Congress Working Committee (СҮҮС), 


| the party's standing executive body, on 8-9 


February. They culminated a week of pub- 
lic sniping which is putting pressure on 
Rao to go on the offensive — and at the 
same time seeking to delineate Singh as the 
party's most penetrating and toughest 
strategist. 

The implicit suggestion is that through 
the build-up to 6 December and even now, 
Rao has been soft on the BJP and interested 
himself in harnessing Hindu emotions over 
Ayodhya. On 2 February, Singh resigned 


| from a three-member cabinet subcommit- 


tee supervising a final draft of a white pa- 
per on the mosque's demolition, letting it 
be known he thought the paper would be 
a “white-wash” that did not set out the full 
record of the government's dealings with 


| the вур and affiliated Hindu groups or its 
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MICROELECTRONICS 


One unique solution 
after another. 


Microelectronics has become 
a driving force in the world 
economy. Industry after in- 
dustry has applied it in new 
ways and thrived. Witness 
AEG's made-to-order micro- 
electronics systems. In one 
market, AEG provides elec- 
tronic controls for anti-lock 
brake systems that deliver a 
critical edge to automotive 
OEMs. Which is an example 
of ways companies are using 
electronics on the road to 
excellence. With the solutions 
coming from AEG. 


AEG's areas of activity: 


Automation 
ш 


Electrotechnical Systems 
and Components 


п 
Rail Systems 
= 
Domestic Appliances 
a 
Microelectronics 


AEG 


A member of the Daimler-Benz Group 
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contingency plans. 

Around the same time, a group of eight 
senior Congress MPs issued a statement 
suggesting that Rao gives up the post of 
party president, which he holds concur- 
rently with the prime ministership. At a 
party convention last year, Rao forced Con- 
gressmen to choose between party and 
government offices but made an exception 
in his own case. 

Handling Singh has become as much a 
preoccupation for the prime minister as 
countering manoeuvres by the BJP to force 
a general election. Rao made an early gam- 
bit on 19 January when he inducted former 
Uttar Pradesh chief minister N. D. Tiwari 
into the см/с. 

This was a counter to efforts by Singh, 
who is based in central Madhya Pradesh 
state, to rally Congress members in the 
huge northern state, where the BJP almost 
wiped out Congress in the 1991 general 
elections. 

Just before the СҰС meeting, Rao loyal- 
ists also arranged a meeting of all Congress 
state chief ministers (who sit in the CWC 
alongside 19 other members) which gave a 
ringing endorsement to Rao’s party leader- 
ship. A big majority of the СҮҮС also came 
out for Rao continuing with his dual post. 

Singh had not linked himself with the 
eight “dissidents” and did not push the is- 
sue either. However in a 30-minute speech, 
interrupted by heckling from Rao loyalists, 
he spoke of doubts about the secular cre- 
dentials of Congress because of a “soft” 
Hindu line, and said the families of the 
hundreds killed in rioting since 6 Decem- 
ber deserved an explanation. 

Singh called on the party to announce 
an “action plan" to counter the BJP, but his 
only specific proposals were amendment 
to electoral laws to debar parties using reli- 
gious issues, and a more spirited defence 
against the BJP's denigration of the Nehru- 
Gandhi dynasty. 

Rao's tendency, on the other hand, has 
been to call the BjP's bluff. This approach 
failed on 6 December, when hotheads took 
events out of the hands of the top BJP lead- 
ership, but he is still drawn to it. Plans by 
the BJP to muster over 1 million people out- 
side parliament when it resumes for the 
budget session on 25 February pose an- 
other quandary for Rao: to ban it, or gam- 
ble that the protest will fizzle. As for ban- 
ning the BJP as communal, so far there ap- 
pears to be little political support for such 
a step. 

But Rao's equivocation about what is to 
be done at Ayodhya — he promised at first 
to rebuild the mosque, but now says not 
necessarily on the same site — and his ap- 
parent complacency over the riots һауе 
caused widespread dismay. 

Rao gets diminishing respect in the In- 
dian press and one leading newspaper, The 
Pioneer, has called for his replacement as 
prime minister by Arjun Singh. п 
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INDOCHINA 


Dangerous 


neighbours 


Hecent Cambodian 
fighting tests Thai nerves 





By Rodney Tasker in Bangkok 
Ithough the Phnom Penh govern- 


ment's late January offensive 

against a number of Khmer Rouge 
positions was short-lived and limited in 
scope, the episode served to concentrate 
the Thai authorities’ minds on how to deal 
with a more intense and prolonged out- 
break of hostilities across the Cambodian 
border. 

Proximity and previous policies under- 
lie Bangkok's nervousness, which is led by 
fears expressed by Thai officials over a pos- 
sible new influx of refugees and com- 
pounded by the embarrassing prospect of 
Khmer Rouge guerillas crossing the border 
to seek sanctuary in Thailand. 

^Our ongoing concern should be that 








UN sanctions have scared off Thai loggers. 


we should expect to see greater tension on 
the border, with the fighting and a possible 
influx of refugees," one senior Thai For- 
eign Ministry official told the REVIEW. 
Commenting on the possibility that Khmer 
Rouge fighters would seek sanctuary 
across the Thai border, the official said: 
"That would put us in a rather difficult 
position." 

The Thais have also expressed strong 
reservations about the call by Prime Minis- 
ter Hun Sen's Phnom Penh government for 
the UN Transitional Authority in Cambo- 
dia to set up buffer zones between its 


| troops and areas controlled by the Khmer 


Rouge. As Thai Deputy Foreign Minister 
Surin Pitsuwan pointed out: "Buffer zones 
show clear intention of confrontation and 
clearly indicate that battle-lines are being 
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drawn." 

Bangkok also wants to avoid a situa- 
tion, however unlikely it may appear at the 
moment, in which the Khmer Rouge are 
effectively cornered and forced to with- 
draw into Thai territory. Surin appealed for 
the door to the Khmer Rouge to re-enter 
the peace programme to remain open, de- 
spite the fact that they have refused to dis- 
arm or demobilise as required by the Paris 
peace accord and are set to ignore national 
elections in May. 

The Khmer Rouge issue is an extremely 
sensitive one for Thailand. Bangkok has 
been subjected to international criticism of 
its supposed close relations with the gue- 
rilla group, which in the past included al- 
lowing the Khmer Rouge to use the border 
for logistics support and led to substantial 
Thai involvement in logging and gem-min- 
ing in areas controlled by the communist 
faction. 

When a 31 December deadline ap- 
proached for the implementation of the UN 
Security Council's trade sanctions against 
the Khmer Rouge, there were doubts 
whether the Thais would cooperate. Thai 
Foreign Minister Prasong Soonsiri had ap- 
pealed to the UN for a grace period to al- 
low Thai loggers to get their timber and 
equipment out of areas near the Khmer 
Rouge stronghold of Pailin, just across 
Thailand's southeastern bor- 
& der. 

But Western embassies 
monitoring the sanctions say 
the Thais are fully complying 
with the ban on log exports 
from Khmer Rouge areas and 
the supply of petroleum prod- 
ucts into them. "The Thais are 
really doing it,” one senior 
Western diplomat said. He 
added that it now appeared the 
Khmer Rouge were doing 
more logging business in areas 
controlled by the Phnom Penh 
government, where there are 
also a number of Japanese- 
owned sawmills. 

The Thai Foreign Ministry also esti- 
mates that there are still some 50,000 Thais 
in the Pailin area digging for rubies and 
sapphires. Their operations are becoming 
more feverish as the prospect looms of a 
ban on the export of gems by Cambodia's 
Supreme National Council following its 
nationwide ban on the export of logs, en- 
dorsed by the UN Security Council as part 
of the sanctions against the Khmer Rouge. 

It appears unlikely, however, that Thai- 
land would do much to protect its nation- 
als working over the border. Asked by Thai 
journalists what would happen to these 
Thais if Phnom Penh forces attacked Pailin, 
Thai Army Commander Gen. Vimol 
Wongwanich simply replied that: "They 
can come back to Thailand if they find : 
unsafe to stay there." 
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AUSTRALIA 


Out in the 
open 

Keating opts for 
snap election 





By Jacqueline Rees in Canberra 


ustralian Prime Minister Paul 
А Keating launched his 1993 snap fed- 

eral election campaign with a call 
for an integrated EC-style market in the 
Asia-Pacific region. 

Keating's announcement set 13 March 
for the long-awaited showdown with op- 
position leader John Hewson, in what 
promises to be one of Australia's most im- 
portant elections since World War II. His 
immediate efforts to paint himself as an 
international statesman followed several 
weeks of an undeclared 
election campaign which 
had been largely taken up 
with charges and counter- 
charges of domestic politi- 
cal corruption. 

Keating announced the 
date of the federal poll on 7 
February, only one day af- 
ter the Western Australian 
Labor government had suf- 
fered a widely expected 
defeat in state elections. 
The Western Australian re- 
sult, followed a series of 
corruption scandals involv- 
ing the outgoing Labor re- 
gime of former premier 
Brian Bourke. 

A repetition of the West- 
ern Australian result on 13 March would 
cost Keating his five-seat majority in the 
federal parliament. However, a poll pub- 
lished in the Australian edition of Time 
magazine just after Keating's election an- 
nouncement gave Labor a small lead over 
the opposition Liberal-National coalition. 
The poll found support for Keating at 
43.5% while support for the opposition 
stood at 42%. 

In typically deft fashion, Keating took 
the spotlight off the Western Australian 
defeat with his announcement of the 
federal poll. He was also quick to reach for 
the high ground through a series of 
weighty pronouncements on economic is- 
sues. 

His new-found interest in Asia was 
stressed at the very start of the campaign. 
Keating suggested that the Australian initi- 
ated Asia-Pacific Economic Cooperation 
(Apec) grouping, adopt a negotiating role 
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Keating exploits the 
Asian connection. 


on behalf of the region. He advocated the 
harmonisation of business laws and prac- 
tices throughout Apec, which groups to- 
gether Australasia and the Americas. 

The effect of such rhetoric on a nation 


still feeling the effects of Keating's tight | 


money policies during his long spell as fed- 
eral treasurer remains uncertain. However, 
the electorate has been distracted by a se- 


ries of revelations and accusations of indis- | 


cretions by politicians on both sides of par- 
liament. 
Labor had a field day with the publica- 


tion of a book revealing that opposition | 
leader John Hewson had paid a 15% tax оп | 
earnings of A$600,000 (US$402,171) | 


through legal tax minimisation schemes in 
the mid-1980s before he entered parlia- 
ment. Australian income tax rates range 
between 21% and 47%. 

Hewson's discomfort was eclipsed, 
however, by revelations of Labor scandals. 
The speaker of the federal parliament, a 
Labor MP reportedly close to Keating, was 
forced to resign in December after revela- 
tions that he received A$65,000 in compen- 
sation from the parliamentary administra- 
tion for injuring his elbow 
when he fell from a bicycle 
he had hired from the par- 
liament. 

Further, Bourke's trial in 
Perth for fiddling travelling 
expenses when state pre- 
mier was due to start two 
days after the Western Aus- 
tralian election. 

Faced with this series of 
revelations’ Keating may 
have calculated that an 
election would be best 
called quickly and the cam- 
paign kept short. Under the 
constitution the election 
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year at the latest. 

Both leaders immedi- 
ately announced that economic manage- 
ment and jobs would be the key campaign 
issues. Keating, while serving as treasurer, 
presided over policies which led to more 
than a million Australians losing their jobs 
and nearly that many again being under- 
employed. But it is far from certain that the 
opposition will be able to take advantage 
of this to win the 13 March election. 

Keating will also be exploiting a feature 
of Australian politics that marked the late 
1980s. Voters, whilst turning against Labor, 
have not been attracted to the opposition 
Liberal Party, but to minor parties through 
which votes have flowed back to Labor 
under the preference system whereby a 
voter names both a first and second choice 
at the polling booth. Only sensational scan- 


dals among Labor governments at state | 


level have changed this, in Victoria last 
October and in Western Australia in early 
February. a 
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had to be held before mid- | 
| and one of Chung’s sons, told reporters 


| 
| 











SOUTH KOREA 


Humbling 


a giant 


| Hyundai's Chung bids 


politics farewell 


uring last December's presidential 

elections in South Korea, Chung Ju 

Yung was often compared to Ross 

Perot. The analogy was apt: both are self- 

made billionaires; both are political nov- 

ices; both ran independent campaigns to 
lead their countries — and both lost. 

Any further comparisons ended 

abruptly on 9 February, however. Unlike 


| Perot who continues to lead his "United 
| We Stand America" movement, Chung — 


the embattled chairman of the United Peo- 
ples Party (UPP) and former head of the 
nation's sprawling Hyundai business con- 
glomerate — called it quits. 

His announcement came the day after 
the first anniversary of the founding of the 
party. Chung stepped before a meeting of 
UPP assemblymen and said tersely: “I will 
not engage in politics in the future; instead 
I will do business." 

Chung's decision to abandon politics 
resulted from enormous pressure from 
both the ruling Democratic Liberal Party 
and President Roh Tae Woo. The deciding 
factor appears to have been the 6 February 
indictment of Chung for allegedly embez- 
zling Won 50 billion (US$63 million) from 
Hyundai Heavy Industry to fund his cam- 
paign. So far, though, there is no indication 
that prosecutors will drop the indictment. 

Chung Mong Jun, a UPP assemblyman 


that after the announcement his father said, 
"| am at peace." Not so the UPP. Its mem- 
bers have been defecting by the day since 
Chung in January failed to honour his pre- 
election pledge to provide Won 200 billion 
in seed money to the party. 

Asked what would become of the party 
after Chung’s departure, spokesman Roh 
Chi Yong said "I don't have any idea." 


| Political analysts, however, say its very sur- 


vival is now in doubt, especially if Chung, 
as expected, gives up his seat in the Na- 
tional Assembly. 

Still, Chung may have saved his former 
business empire further grief. The govern- 
ment was also putting the heat on several 


| Hyundai companies, arresting or detaining 
| for questioning dozens of Hyundai group 


executives. Sources at the company allege 
that the prosecutors threatened to widen 
their investigation of illegal political fund- 
raising unless Chung retired from poli- 
tics. m Ed Paisley 
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BURMA 


Conventional wisdom 


Juntas attempt to amend constitution fails 


By Bertil Lintner i in 1 Bangkok - tM 


ttempts by Burma’s ruling military 
A to supervise the drafting of a new 

constitution have been thwarted by 
the refusal of a group of largely hand- 
picked delegates to enshrine the junta’s 
right to have a leading role in running the 
country. 

When the long-awaited so-called Na- 
tional Convention, comprising nearly 700 
delegates representing political parties, eth- 
nic minorities and professional groups, 
eventually gathered on 9 January near the 
old British-built Kyaikkasan racecourse in 
Rangoon, the meeting was adjourned after 
only two days. 

The convention assembled again on 1 
February, but sat for less than a day, with 
the delegates later being told to go shop- 
ping and sight-seeing. According to 
sources in Rangoon even the carefully se- 
lected convention members opposed the 












military’s demand that it should be given 
the constitutional right to have a leading 
role in national politics. 

The main outcome of the meeting was 
an eight-page statement by delegates from 
the main opposition party, the National 
League for Democracy (NLD), which has 
been obtained by the REVIEW. Although 
carefully worded, the gist of the message is 
clear: “The [State Law and Order Council] 
Slorc has acknowledged on record that the 
Burmese people have an ardent wish to 
build democracy . . . this being the case, 
can the idea of developing genuine democ- 
racy be in harmony with the principle of 
permitting the military to play a leader- 
ship role of the nation?" 

The statement goes on to point out 
other contradictions in the junta's attitude: 
"The Slorc has ruled that all public serv- 
ants should stay clear of politics. If public 
servants are to avoid politics, all soldiers, 
from officers down, should also stay clear 


| hended with him were three орав 


from the same unit: Mya Maung, Min 


- Thein and Saw Maung. The other two, 
captains Ngwe Tun and Aung Shein, 


came from the 501 air force. unit at 


;. Hmawbi. 


‘It now seems certain that ek - 


- were involved in a conspiracy against | 


arty Khin Nyunt, though their motive re- 







| mains unclear. Diplomatic observers, 
d however, generally discount the exist- | 


i- епсе of a more democratically minded. 













.. “Young Turk" faction within the Bur- 
. mese army. “Under the current system, 
the army is the only vehicle for upward | 
social mobility and no officer would — 





ant to introduce a new order that _ 
| jeopardise their present priv 
sition,” an analyst said. 

tead, disaffection with the presen 
based more on national prid. 
es Say. Continuous condemna! 
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of politics. This is because soldiers are pub- 
lic servants.” 

The statement concluded with two mo- 
tions: one to nullify the military's proposed 
leading role in government and the other 
suggesting that a referendum should be 
held on the constitution. The referendum 
would aim "to determine the people's wish 
on whether the state constitution should 
embody the right of the military to have a 
leadership role of the nation." 

Burma has had two constitutions since 
independence from Britain in 1948. The 
first was federal and democratic, and the 
second — introduced by the military in 
1974 — monopolised power in the hands 
of the army-controlled Burma Socialist Pro- 
gramme Party. The junta is believed to fa- 
vour а return to the 1974 constitution but 
with three major changes: several parties 
will be allowed, socialism will not be men- 
tioned and the military's right to lead must 
be enshrined in the new constitution. 

Efforts to keep the delegates isolated at 
the Kyaikkasan racecourse as a precaution- 
ary measure may have stiffened opposition 
to the military's constitutional proposals. 
According to a well-placed Rangoon 
source: "They had to spend all their free 
time together . . . so they got to know each 
other quite well. They soon discovered that 
almost all of them had one thing in com- 
mon: they were opposed to the Slorc's sug- 
gestion that the army should be given the 
right to 'guide' national politics. Delegates 
from the [minority-inhabited] frontier ar- 
eas were also determined to press for a fed- 
eral system, which did not please the mili- 
tary." 

Faced with lack of progress at the con- 
vention, the junta seems to be reverting to 
strong-arm tactics after trying for a few 
months to adopt a more conciliatory ap- 
proach to domestic and international opin- 
ion. The official Radio Rangoon reported 
on 22 January that 14 people had been ar- 
rested for "distributing propaganda leaf- 
lets aimed at obstructing the National Con- 
vention." 

Other sources say 33 students have been 
arrested in Rangoon over the past few 
weeks, along with eight followers of Aung 
Gyi, a retired army officer who has played 
a role in the pro-democracy movement. 
Aung Gyi himself has not been arrested. 

Despite resistance to its proposals, few 
observers doubt that the junta will eventu- 
ally get its way. "By hook and by crook, 
they'll get it. They won't give up power," a 
Burmese dissident said. But the somewhat 
clumsy manner in which the junta has han- 
dled the constitutional issue, and the fact 
that recent moves have failed to convince 
the international community that any kind 
of actual democratic reform is imminent in 
Burma, has unsettled many junior army ` 
officers. How these officers react, analysts 
say, will be crucial to how Burma is ruled 
in future. ш 
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CHINA 


Signal guns 


Ship attacks seen as sign of Chinas displeasure 





By Lincoln Kaye in Peking 4 


ot content with launching meta- 
N Posi salvos against Taiwan in- 

dependence, China now appears to 
have switched to firing the real thing. In 
recent weeks, Chinese police vessels have 
opened fire on at least three merchant ships 
in international waters between Taiwan 
and Japan. The attacks continued even af- 
ter a diplomatic protest from Tokyo drew 
a formal apology from Peking. 

While Chinese Foreign Ministry spokes- 
man Wu Jianmin dismissed the encounters 
as a “misunderstanding” arising from 
coastal anti-smuggling patrols, the attacks 
— carried out without warning by un- 
marked vessels — are similar to a series of 
encroachments and ship seizures in Hong- 
kong waters by Chinese patrol boats last 
year. 

The incidents also raise the spectre of a 
naval blockade against Taiwan, one of the 
military options China has consistently re- 








fused to rule out in its efforts to forestall 
independence for an island Peking regards 
as a renegade province. Indeed, Wu 
warned at the same news conference that 
China would "absolutely not sit by and 
watch idly" if separatists got the upper 
hand in Taiwan politics. 

The timing of the attacks, in the week 
that reunification conservatives lost out in 
the post-election wrangles of Taiwan's rul- 
ing Kuomintang suggests a link, though no 
connection was drawn by Wu. 

The first target in the latest series of in- 
cidents was the 2,412-tonne Japanese 
freighter Yusho. On 2 February, en route 
from Taiwan to Osaka, the vessel was 
steaming through international waters near 
Japan's Sakishima Islands some 200 kilo- 
metres northwest of Taiwan. An unmarked 
vessel fired 10 shots at the Yusho from a 
distance of 20 metres, but the freighter 
sailed on without stopping. 

Two hours later, the same unmarked 
boat fired another 10 shots at the 8,350- 


tonne Panama-registered cargo ship Or- 
ange Ocean, and refused to identify itself 
when challenged by a Japanese coastguard 
cutter. Only after it was stopped by the 
cutter did the uniformed crew admit they 
were Chinese police officers from the 
Zhongshan Public Security Border Patrol, 
allegedly on an anti-smuggling mission. 

After a day's detention in Japan, the 29 
crewmen were returned to China. Ryo 
Akakura, counsellor at Japan's Embassy in 
Peking, lodged a protest with the Chinese 
Foreign Ministry and received an apology. 

Yet less than 24 hours after the apology, 
another unmarked vessel fired on the 
Vladivostok-bound 3,556-tonne Russian 
cargo ship Sukhinichi near the Japanese is- 
land of Ishigaki, one of the Sakishima 
group. Japanese officials subsequently con- 
firmed the unmarked, grey-painted vessel 
that fired the shots was Chinese. 

A Russian source was baffled by the 
attack, since Moscow has always "scrupu- 
lously upheld" Peking's one-China line. 
Taipei, however, has vigorously wooed 
Russia and its constituent republics with 
trade blandishments. Indeed, the day the 
Sukhinichi was attacked, Prime Minister 
Muhammad Sabirov of Russia's Tartarstan 
region was visiting Taiwan in pursuit of 
up to US$1 billion worth of counter-trade 
contracts, according to Taipei press ac- 
counts. " 
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HONGKONG 


Company town 


Cathay strike highlights colony's labour problems 





By Tai Ming Cheung in Hongkong 
Е or Hongkong's embattled labour 





movement, the strike by flight at- 

tendants from Cathay Pacific Air- 
ways was a godsend. The glamour of the 
strikers and their high visibility focused 
attention on the neglected state of workers' 
rights and triggered a debate over the need 
to overhaul the colony's antiquated labour 
laws. At the heart of the debate is the ques- 
tion of whether or not action should be 
taken to limit the right of employers to dis- 
miss strikers. 

After the flight attendants went back to 
work at the end of January, the govern- 
ment's Labour Department began a review 
of the handling of the Cathay strike and a 
broader examination of the adequacy of 
existing legislation over unfair dismissal 
and other strike-related issues. Trade un- 
ions had been pressing for such a review 
for the past few years, but their lack of po- 
litical clout and the absence of any major 
labour disputes meant that it was not a 
pressing political concern. The 17-day 
Cathay strike, which was one of Hong- 
kong's longest-ever work stoppages, 
pushed the issue into the limelight. 

However, analysts do not expect any 
substantial changes to come out of the re- 
view. Labour officials have indicated they 
are reluctant to make any substantial revi- 
sions, and emphasise the need to maintain 
a balance between the interests of employ- 
ers and employees. One of the reasons the 
government is loath to make changes is 
that the absence of legislation preventing 
employers from unfairly dismissing strik- 
ers may have helped to ensure that Hong- 
kong has a low strike record. 

Y. N. Yiu, deputy labour commissioner 
says that Hongkong's labour system is 
based primarily on voluntarism, and this 
"has worked very well. Our low strike 
record is among the best in the world." He 
adds that the government's reluctance to 
regulate against unfair dismissal is because 
"it is difficult to define what is fair and 
unfair." 

Ng Sek-hong, a management lecturer at 
Hongkong University, says the lack of le- 
gal protection afforded to workers during 
industrial disputes is a "reflection of the 
government's free-market philosophy." 

Union activists argue that the business 
community's strong political influence in 
the Legislative Council (Legco) and other 
decision-making bodies has been the key 
reason why Hongkong's labour laws offer 


less protection to workers than do other 
industrial countries'. "The last thing that 
the business lobby wants is an active and 
strong trade union movement in Hong- 
kong," says Lee Cheuk-yan, chief execu- 
tive at the Hongkong Confederation of 
Trade Unions. 

Other union organisers say that, with 
the approach of 1997 and Hongkong's re- 
turn to Chinese sovereignty, the colonial 
government is content to maintain the sta- 
tus quo. “We pushed the government on 
unfair dismissal for several years but have 
had no success. And because of the 
handover in 1997, the authorities have even 
less motivation to make any major changes 
in their last years in power," a Hongkong 
Federation of Trade Unions official said. 

Rather than introducing rules against 
unfair dismissal, which Yiu says would be 
impractical, the government has focused 





Cathay strike raises questions on the right to strike. 


on ensuring that employees are compen- 
sated should they be dismissed without 
adequate reasons. Employers are required 
to make long-service payments to workers 
who have been employed for more than 
five years. Union officials say this approach 
highlights how the government views em- 
ployer-employee relations. ^Rather than 
strike, workers find new jobs instead. Mo- 
bility substitutes for militancy," was how 
one union activist summed it up. 

Even if the Cathay strike does not have 
any long-term impact on Hongkong's la- 
bour regime, trade union organisers say 
that it bolstered their cause. "The strike had 
a positive image as the cabin attendants 


FAR EASTERN ECONOMIC REVIEW 


were seen as professionals and not as radi- 
cals,” Lee said. 

Lee believes that this could help make 
work stoppages a more legitimate means 
to redress the imbalance in Hongkong’s 
labour relations, which he says are biased 
heavily in favour of employers. “We have 
already had other unions contact us for 
advice about how to protest against 
budget-cutting exercises by their compa- 
nies,” Lee said. A vigorous cost-savings 
programme by Cathay that affected staff- 
ing levels and duties was one of the key 
reasons the Flight Attendants’ Union (FAU) 
decided to strike. 

But the business sector’s dominance is 
gradually being undercut by moves to- 
wards greater democratisation in the 
colony, in particular the introduction of di- 
rect elections for Legco seats. Direct elec- 
tions have given trade unions and other 
grassroots labour groups a growing voice 
as political parties see them as an impor- 
tant vehicle through which to help win 
popular support. 

The labour lobby’s nascent influence 
was underlined when Legco voted to set 
up a committee to monitor Cathay’s ac- 
tions towards returning strikers, a move 
that helped end the FAU’s action. The main 
liberal group in Legco, the 
United Democrats of Hong 
Kong (UDHK), was instrumen- 
tal in pushing through the 
proposal to set up the com- 
mittee. UDHK leaders say they 
are dissatisfied with the gov- 
ernment’s handling of the 
dispute. The party is espe- 
cially critical of the Labour 
Department, which decided 
against appointing a special 
conciliation officer to help 
mediate between the FAU and 
Cathay management. 

The vote on UDHK's pro- 
posal to establish a labour 
committee took place at a 
time when a majority of 
Legco members, including 
conservative and pro-busi- 
ness representatives, were 
away from Hongkong for the 
Lunar New Year recess. Union leaders wel- 
comed the vote, but warned that it may 
prove largely symbolic as the committee 
lacks any real power to force the govern- 
ment to change labour legislation. 

Union organisers also say that political 
differences within their movement have 
hindered their efforts to reform the system. 
The labour movement is split into pro-Pe- 
king and pro-Taiwan camps which have. 
tended to concentrate more on broad po- 
litical issues than on members' working 
conditions. Overall union membership, at 
1696 of the total labour force, is less than 
half the average for industrialised coun- 
tries. " 
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AFGHANISTAN 


The lethal game 


Mujahideen on brink of a new civil war 





By Salamat Ali in Peshawar 7 





fghanistan is being ruined by "am- 
А bition and ammunition," lamented 

a UN refugee official who directs 
relief aid to Afghans returning to their 
homes from foreign exile. Ambition was 
evident when Burhanuddin Rabbani got 
himself elected president by a consultative 
assembly hand-picked by him in early 
January. The beginning of Rabbani's term 
should have been greeted by a ceremonial 
gun salute, but his controversial election 
attracted prolonged fire fights in Kabul be- 
tween the followers of his allies and politi- 
cal foes. 

Rival mujahideen groups — who have 
huge stockpiles of arms and ammunition 
supplied in the 1980s by the West and Is- 
lamic neighbours — have rained shells, 
mortar bombs and rockets on each other's 
positions in the capital, killing several hun- 
dred people in the past eight weeks. The 
already thin ranks of the diplomatic corps 
in Kabul have been decimated as mission 
after mission has decided to close down 
for want of safety. In the eastern city of 
Jalalabad, four men — including two for- 
eigners — working for the UN relief pro- 
gramme were killed early this month in 
mujahideen crossfire, forcing the suspen- 
sion of the programme. 

Barely 10 months after the mujahideen 
ousted the communist regime of president 
Najibullah, the traditional rivalries among 
the guerilla groups have resurfaced and 
plunged the country back into civil war. 
Afghanistan's neighbours — Pakistan, Iran, 
and the Central Asian states — some of 
whom had to shelter millions of Afghan 
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refugees for more than a decade in the 
1980s civil war, are apprehensive of a sec- 
ond refugee exodus if the mujahideen con- 
flicts continue. 

The mujahideen are divided along eth- 
nic, tribal, sectarian and political lines and 
their linkages with neighbouring foreign 
regimes also reflect those divisions. Al- 
though these foreign patron-governments 
are united in their desire for peace in Af- 
ghanistan, they would prefer their client 
factions among the mujahideen to domi- 
nate the Kabul regime. 

In broad terms, Pakistan's support has 
gone to the dominant Pashtun tribes which 
straddle the Afghan-Pakistan border. Cen- 
tral Asians find allies among the Uzbek 
and Tajik tribes. 

Iran, whose own population belongs 
overwhelmingly to the Shia sect, supports 
the Shia minority of Afghanistan. Saudi 
Arabia has backed Afghan fundamental- 
ists among the Sunni sect. When Rabbani's 
election aggravated mujahideen violence, 
Saudi Arabia's King Fahd intervened to 
call for an early meeting of all major Af- 
ghan leaders to work out a compromise. 
After much bickering among themselves, 
the mujahideen leaders have agreed to at- 
tend. But they will not do so as members 
of the Afghan Leadership Council repre- 
senting the government. Instead they rep- 
resent their own groupings. 

Observers do not hold out much hope 
of success for the Saudi intervention, be- 
cause the fractious mujahideen have made 
and broken several foreign-brokered agree- 
ments even during their 13-year war 
against the common communist enemy. 

Recent events in Afghanistan also do 
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not bode well for a political compromise. 
Soon after the fall of Najibullah in April 
last year, stronger mujahideen factions be- 
gan consolidating their hold in several ar- 
eas at the expense of the weaker factions. 
In the battle for the control of the capital, 
some of the allies in the countryside be- 
came foes in Kabul. In the past couple of 
months, opposition to Rabbani has resulted 
in another shuffle of alliances in Kabul. 

Rabbani's troops were allied with the 
Uzbek militia of Gen. Rashid Dostam until 
late November when they jointly fought 
off repeated assaults on Kabul by Hizbe 
Islami warriors led by Gulbuddin 
Hekmatyar. Now Rabbani and Dostam are 
pitted against each other. Rabbani's forces 
are also now fighting their erstwhile allies, 
the Hizbe Wahdat group of the predomi- 
nately Shia Hazara tribe. Two other groups 
formerly allied with Hekmatyar have now 
turned against him. 

Currently, Afghanistan has four major 
military factions which dominate different 
parts of the country. Along the borders 
with Central Asia in the north, Dostam's 
militia rules six provinces and is known to 
be striving to extend its hold to other prov- 
inces. Dostam has set up an efficient ad- 
ministration, collecting taxes in his region, 
trading with adjoining countries. 

Rabbani's party, the Jamiate Islami, is a 
broad-based organisation comprising sev- 
eral ethnic groups, ex-communists, social 
democrats and even pan-Islamists which 
wields influence in several regions in addi- 
tion to Kabul. Rabbani and his military 
chief Masud are both from the minority 
Tajik tribe and therefore are not acceptable 
as the country's top two leaders to the 
dominant Pashtun tribe. 

The Hizbe Wahdat, a conglomeration of 
nine different Shia parties which have been 
brought together by Iranian pressure, 
dominates six provinces in central 
Afghanistan where it has succeeded in 
building roads in the areas it controls. 
These Shia groups manage most of the 
country's trade with Iran and do not allow 
other tribes to use the roads they have built 
in the region. 

However, control of the largest region 
— south and east of Kabul extending to 
the border with Pakistan — rests with the 
dominant Pashtun tribes to which Hekmat- 
yar belongs. Hekmatyar has accumulated 
the largest stockpile of armaments among 
the mujahideen and has vowed to oust 
Rabbani as president. 

The personal ambitions of Hekmatyar, 
coupled with the aspirations of Pashtuns 
who have dominated the country for more 
than two centuries, pit them against all the 
minorities. Unless the moderate voices 
among the Pashtuns calling for sharing 
power with minority groups prevail, the 
country is likely to remain on the brink of 
civil war with various military factions call- 
ing the shots in their strongholds. " 
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Master of war 


Gen. Dostam acts as beacon to Uzbeks 





By Ahmed Rashid in Mazar-e Sharif 


T he turreted Qila-e Jhangi, or Fort of 





War, set within a dry moat and 

three layers of defensive ditches, has 
become the Uzbek version of the Palace of 
Versailles. Uzbek soldiers and peasants 
come to pay homage to Gen. Rashid 
Dostam, the most powerful man in Af- 
ghanistan today. 

Under the 42-year-old Uzbek warlord, 
much of northern Afghanistan has become 
a state within a state. Once the main prop 
for former president Najibullah, when 
Dostam switched sides a year ago, the 
communist regime in Kabul began to un- 
ravel. Now the general's patience with the 
bickering mujahideen leaders in Kabul is 
running out as they refuse to give him a 
power-sharing role, even though they still 
depend on his forces to keep the balance of 
power. 

Although Dostam denies he is seeking 
to break away from Kabul, he styles him- 
self "President of the Northern Alliance" 
which rules 10 of the country's 29 prov- 
inces that stretch from the Central Asian 
border to the gates of the capital, and his 
independent role is having major ethnic 
and political repercussions in Central and 
West Asia. Some of this authority comes 
from his administration's role in handling 
the 60,000 or so Tajik refugees who have 
fled the civil war in Tajikistan, and the ad- 
ditional 100,000 people who have fled the 
fighting in Kabul. 

Dostam's impressive military power is 
another factor. Some 60 tanks stationed 
outside the fort warm up their engines 
every few hours to counter the freezing 
weather and ensure they are ready to move 
at a moment's notice. More tanks, ar- 
moured personnel carriers and scores of 
artillery pieces are parked around the fort. 
A few miles down the road at Mazar-e 
Sharif's airport, more than a hundred serv- 
iceable Russian-built jet fighters, helicop- 
ters and transport aircraft are kept in the 
air by cannibalising several dozen other 
grounded aircraft. Flights from Iran and 
aircraft chartered by international aid agen- 
cies routinely use the airport, something 
they are unable to do in Kabul. 

In addition, the general's brutal but effi- 
cient regime has ensured that Mazar-e 
Sharif has electricity, potable water, public 
transport, functioning schools and colleges 
and a busy bazaar. He also has his own 
treasury, tax collection system and customs 
posts that help raise the revenue to pay for 


his bureaucracy and military. "We are try- 
ing to be self-sufficient in everything," he 
says with a broad grin. 

Dostam has also been particularly ac- 
tive in dealing with foreign powers, visit- 
ing all Afghanistan's neighbouring states 
and potential benefactors — Iran, Turkey, 
Uzbekistan, Pakistan and Saudi Arabia. 
Western diplomats in Islamabad say he re- 
ceives money from all these countries, who 
view him as the most stabilising influence 
in Afghanistan at present. 

Dostam's avowed secularism remains 
his greatest asset to competing countries in 
the region. Iran is backing him with money 
and technical help because it wants to en- 
sure that Saudi Arabia does not gain a foot- 
hold in the north. In November, the Saudis 
invited Dostam to 
Riyadh, where he is be- 
lieved to have received 
lavish aid. Uzbeki- 
stan’s President Islam 
Karimov has sought an 
alliance with Dostam 
to maintain Afghani- 
stan’s Uzbek region as 
a buffer against Saudi 
Arabian, Iranian and 
Islamic fundamentalist 
influences away from 
Uzbekistan. Tashkent 
is also the main source 
of fuel for Dostam's 
forces. 

Pakistan recognised 
Dostam's power late, 
but has been assidu- 
ously courting him since last September in 
a bid to keep Afghanistan together and to 
balance off the Pashtun nationalism es- 
poused by Gulbuddin Hekmatyar, a 
former protege of Islamabad. Further, Tur- 
key and India see Dostam's secular values 
as the main bulwark against the spread of 
fundamentalism. 

Iran has already opened a consulate in 
Mazar-e Sharif and Pakistan will soon fol- 
low suit. Dostam is being courted because 
his Uzbek forces in Kabul now hold the 
balance of power between the country's 
two main rival ethnic groups — the Pash- 
tuns, who remain disunited but are increas- 
ingly being dominated by Hekmatyar, and 
the non-Pashtun minorities led by Presi- 
dent Burhanuddin Rabbani, an ethnic 
Tajik. 

Rabbani is the second Afghan president 
since the fall of Kabul last April to deny 
Dostam a share of power in either the cabi- 
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Dostam is carving out his own state. 


net or the mujahideen's Leadership Coun- 
cil. The general has now given Rabbani 
until mid-February to accept his demands. 
“If he does not accept our proposals we 
will not accept their orders. They have to 
recognise us as a political entity," he said. 

Dostam emphasised his powerful role 
in Kabul, despite the fact that he has not 
visited the city since April, by pointing out 
his support for the president during the 
recent Shura, or council, that elected 
Rabbani to a two-year term of office. “If we 
had not supported the Shura, it could not 
have taken place," he said. 

Hekmatyar's Hizbe Islami and five 
other parties boycotted the Shura, creating 
a major credibility problem for Rabbani. As 
an added threat to the Kabul regime, 
Dostam hinted that he was also talking to 
his and Rabbani's arch enemy Hekmatyar. 
If Hekmatyar and Dostam do forge an alli- 
ance, no matter how temporary, it is un- 
likely that the present Kabul regime could 
survive. 

Dostam also sent another strong signal 
to the mujahideen by stating that any fur- 
ther Islamisation by the Kabul government 
would not be imple- 
mented. "[As] 95% of 
Afghans are Muslims . 
. . Afghanistan cannot 
be a non-Muslim state, 
and we also want de- 
mocracy which the 
fundamentalists are 
opposed to. Further Is- 
lamic laws could not 
be implemented. If the 
fundamentalists really 
implemented these 
laws nobody would be 
able to live in Afghani- 
stan," he said. 

When asked how 
strong his forces were, 
Dostam simply an- 
swered "enough." He 
added that "just like we used to defend 
our country in the past so we will do in the 
future." 

Although confident in his military 
strength, Dostam's real power is derived 
from his Uzbek ethnic base. For many 
Uzbeks, the most populous of all the Cen- 
tral Asian nationalities, the general partly 
represents their dream of dominating the 
region. Further, he also serves as insurance 
for all Afghanistan's non-Pashtun minori- 
ties, that Pashtun hegemony does not re- 
turn to the country. 

With civil wars wreaking havoc across 
Tajikistan and Afghanistan, and future con- 
flicts likely to be sparked among the vola- 
tile and ethnically mixed communities scat- 
tered across Central Asia, Dostam's fief- 
dom — wooed by rich but weak neigh- 
bours and sustained by brute force — may 
well represent at least an alternative to 
chaos and bloodshed. a 
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Politics of expediency 


ta time when bad news runs from 
the front page of India's news- 
papers through to their sports sec- 
tion, it is a cruel irony that the 
only word of cheer has come on the eco- 
nomic front. Despite the Ayodhya disaster, 
the government's preoccupation with the 
stalling of its economic reform programme 
and questions about Prime Minister P. V. 
Narasimha Rao's ability to survive, the 
continuing decline in the inflation rate is a 
significant silver lining. After hovering at 
nearly 1796 last year, inflation has now 
dropped to 6.9%, the lowest in 25 years. 

While cynics credit the fall entirely to a 
good monsoon, it is a remarkable achieve- 
ment for the Rao government, which took 
power at a time when the country was so 
bankrupt that 90 tonnes of gold held in 
national reserves had to be flown out to 
save India the ignominy of defaulting on 
its debt repayments. Inflation was ram- 
pant, the balance of trade alarmingly nega- 
tive and foreign exchange reserves barely 
adequate for two weeks' worth of imports. 

The taming of inflation has prompted 
many pundits to suggest that perhaps the 
best way for the Rao government to han- 
dle its current problems and divert the frac- 
tious nation's attention from communal 
strife is to make a renewed thrust on the 
economy. In a country where the majority 
are preoccupied with subsistence, the ulti- 
mate rule is that the belly rules the head. If 
the engines of the economy begin to whir 
and the stock markets pick up, this will 
attract large numbers of voters from the 
middle classes, the bulwark of the commu- 
nal parties' support. 

Good thinking — but overly simplistic. 

The key to such an economic boom 
would be rising employment, which, in 
turn, depends on investment. Investment, 
however, depends on the confidence that 
investors have in a political system, irre- 
spective of which is the ruling party. 

The captains of British industry who 
accompanied Prime Minister John Major 
on his recent trip to India did offer a few 
pious expressions of confidence in the 
economy, but hard-headed investors put 
their money into a country only when they 
are confident of a reasonable consistency 
in economic policies. Today, even Indian 
industry has been shying away from mak- 
ing fresh investments. The flood of new- 
issues in the domestic stockmarkets has 
dried up and everyone seems to be biding 
his time. 

India is a volatile society, and investors 
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By Shekhar Gupta 


— both domestic and foreign — do make 
allowances for some upheaval and vio- 
lence. But what ultimately concerns them 
most is broad continuity in economic 
policy across the political spectrum. 

Such continuity requires a principled 
consensus among the major political par- 
ties about what is good for the national 
economy in the long term. But that consen- 
sus is far too much to ask for in a system 
where politicians' views on economics are 
blighted by ideological cobwebs and cyni- 
cal expediency. 

None of the major parties is exempt 
from confusing economics with ideology. 
Rao's ruling Congress party, for example, 
contains many shades of thought. The radi- 
cal free-market Right is 
represented by the noted 
economist and Finance 
Minister, Manmohan 
Singh. Among other 
things, this wing of the 
party believes in eco- 
nomic  liberalisation, 
globalisation, biting the 
bullet of convertibility 
and lowering tariffs. At 
the other end of the spec- 
trum lie socialists, who 
continue to hang onto a 
Nehruvian model of self- 
reliance. 

The Hindu-nationalist 
opposition party, the 
Bharatiya Janata Party 
(BJP) — in the past an 
unabashed supporter of 
free economy, opening 
up to the West, and giv- 
ing up the Eastern-bloc 
public sector model — 
has made a curious 
about-face. It now talks 
of liberalisation, but 
couches its opinions in 
such xenophobic terms as to make utter 
nonsense of the whole idea. 

The вур also staunchly opposes Arthur 
Dunkel, the director-general of the Gatt 
and it criticised the American Embassy in 
New Delhi when the embassy protested 
against an attack by Indian farmers on US 
seed multinational Cargill's office in the 
southern city of Bangalore. The attack was 
motivated by the belief that, under a pro- 
posed Gatt ruling, multinationals will be 
allowed to hold patents for advanced vari- 
eties of seeds, thus leaving India's farm sec- 
tor at their mercy. The BJP has also lashed 
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The future of 
the Indian 
reform 
programme 
hangs in the 
balance 


out at Peter Grant, the chairman of Sun 
Life Assurance and a member of Major's 
visiting delegation, who is reported to have 
said he would be unwilling to invest in 
India should the BJP return to power. 

In short, the BJP panicked when it saw 
Rao’s Congress hijack its old capitalist plat- 
form. It swerved to the Left, going so far as 
to launch a swadeshi, or homemade, cam- 
paign to boycott international brand-name 
goods in the consumer market. 

On the Left, the communist government 
of West Bengal — the only state the Left 
controls — has been taking out expensive 
newspaper supplements asking for inves- 
tors to revive its dead industries. But, on 
the national level, this group has contin- 
ued its opposition to free 
markets and globali- 
sation. 

It is against this back- 
ground that the emerg- 
ing political scenarios 
and their implications for 
India's economic reform 
must be viewed. Even af- 
ter last month's reshuffle 
that saw 14 ministers 
sacked, the Rao cabinet 
still remains dominated 
by politicians committed 
to economic reform. But 
the future of the reform 
programme itself hangs 
in the balance, as specu- 
lation continues about an 
early general election 
and the BJP, smelling 
blood, hits the streets to 
force the government 
into one. 

If the Congress party 
returns to power in alli- 
ance with the Left, the 
cost of the Left's support 
will inevitably include a 
compromise on economic reforms. Or, less 
likely, if the Hindu wave grows and the BJP 
secures a clean victory on its own, it will 
have already moved so far on the path to 
xenophobia that reversing the mood and 
restoring international confidence in In- 
dia's intentions will be as difficult a task as 
sorting out the Ayodhya problem. Either 
way it is becoming clear that India's fledg- 
ling reform was as much a casualty in 
Ayodhya as the ancient mosque. u 


Shekhar Gupta is a senior editor for India To- 
day magazine. 
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Traveller s Tales 


Peking 

t is just before nine in the evening at 

the Guesthouse Restaurant in Ritan 

Park, located in the heart of the Pe- 

king equivalent of Embassy Row. The 

waitresses in the restaurant begin slipping 

away from behind the counter. They soon 

reappear and for a while the steady sound 

of their hairdryers sends a low hum 
through the air. 

The murmur provides a backdrop to 
laughter from behind a screen where a 
group of public security officers are enjoy- 
ing the final courses of a small banquet. As 
far as the waitresses are concerned, there 
isn't much point in washing your hair in 
cold water at home, when there is hot wa- 
ter for the asking where you happen to 
work. Serving the People has its limits 
these days. Now it is more important to 
look attractive. 

Not far away, under the iron- 
tiled roof of an adjacent building, 
which looks like a temple but for the 
sign proclaiming "Billiards," the 
evening is just beginning to get un- 
der way. 

It is hard to say who would be 
more surprised by the nocturnal go- 
ings-on in Ritan Park; the emperors 
of the Ming and Qing dynasties who 
used to worship the sun here, or Ma 
Jun, a former party secretary whose 
tomb lies in the northern corner of 
the park. 

Ritan Park hasn't always offered 
such nightly pleasures. The guest- 
house hasn't been there very long 
and the restaurant has only enjoyed 
an intermittent existence. Originally, 
it was privately operated but the lo- 
cal authorities recognised its poten- 
tial and took it over. Why shouldn't 
they, too, become gloriously rich? 

Now that making money has become a 
patriotic obligation and wealth a sign of 
patriotic fervour, Ritan Park is as busy in 
the evenings as in the early mornings — 
and much more lucrative. 

It is still winter in Peking but life is be- 
ginning to thaw after all the years of over- 
control. Residents of the city have the 
luxury of far more choice now than in the 
past. If they wish new clothes, they can 
check out the cheap stalls just outside the 
gates of the park, the favourite bargain 
hunting grounds of Russian visitors. Or 
they can go down the street to the new 
Yaohan department store, which opened 
just before Christmas, and put down hun- 
dreds of renminbi for a cashmere shawl. 





Peking's Ritan Park in winter. 


Not long ago dining, for the foreign visi- 
tor, was a matter of which hotel fare to 
sample. The more adventurous could ven- 
ture into government-run restaurants, such 
as the one in the park, if they did not mind 
cold rice and soiled tablecloths. No longer. 
Now the possibilities are far more varied; 
small, privately owned stalls, ethnic restau- 
rants operated by returning overseas Chi- 
nese, a myriad of establishments represent- 
ing the cooking of all China's diverse re- 
gions. And for those who prefer to dine at 
home, Yaohan offers platters of fresh sushi 
and bags of gourmet coffee. 

At dawn, Ritan Park presents a less 
frivolous face to the visitor than in the eve- 
nings. Outside the gates of the park are 
row upon row of bicycles; the cars which 
brought the previous night's revellers have 
all departed. Some of the bicycles have 





three wheels — you can still see the occa- 
sional trishaw in the capital. And some 
have carts attached, for transporting small 
children to school or for bringing pet birds 
to the park. Admission to the park is sup- 
posed to cost one mao, or less than 2 US 
cents, but few bother to pay. 

In one corner, elderly women gather 
each morning to do their aerobics, a cross 
between traditional tai-chi and western 
disco dancing. Not long ago, they wore 
mostly padded jackets in sober colours. 
Now they wear bright sweaters as they 
bounce and shake to tapes of Chinese mu- 
sic and an infrequent Western ballad; a 
song entitled Show Me seems to be the most 
popular choice in English. They nod en- 


FAR EASTERN ECONOMIC REVIEW 





thusiastically at the foreign joggers in their 
running suits, who look as though they 


have descended from another planet or the | 


depths of the nearby lake. 

Another group of men and women go 
through the stern paces of tai-chi and the 
intricate movements of sword dancing, 








evoking images of the imperial guards | 
who were once stationed here. And where | 
the sun altar once stood, small children toss 


balls high into the air. 


Meanwhile, in a small pavilion jutting | 
out into the small, ice-covered lake, a group | 


of young musicians sit under the stern eye 
of their teacher, playing their shengs. These 
are traditional wind instruments with slen- 
der bamboo pipes bound to a gourd which 
resemble a miniature hand-held pipe or- 
gan. 

The old men, in the park to walk their 
birds, hang the delicate wooden 


and pause to listen to them singing 
to each other. Because the weather 
is so harsh, most of the bird cages 
are protectively covered against 
winds which seem to have arrived 
directly from Mongolia and have 
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walk the birds and eat the dogs.) 
Overhead, flocks of pigeons part 
the air with a flutter of wings and an 


sembles that of the sheng. These are 
homing pigeons; the sound comes 
from the carved bamboo whistles 
attached to their bodies. They will 
soon alight behind the walls of the 
traditional hutongs, or lanes, of the 
old city. 


Climb the small hill behind the | 


pond and beyond the northern gates 
of the park, and the grey tile roofs topping 
clusters of old houses are still visible. Over 
the years, the courtyards have been filled 
in with additions, as families multiply. 
Others are being gentrified by foreign ar- 
rivals who prefer them to the anonymous 
new apartment towers. 

By the time the sun has broken through 
the morning clouds, and reflects off the 
clear surface of the frozen lake, not many 
bicycles remain parked outside the gates of 


cages from the branches of pine trees | 


lost none of their chill in the pas- | 
sage. (China is one of the few coun- | 
tries in the world where residents | 


ethereal whooshing sound that re- | 








the park. The waitresses have not yet ar- | 


rived for work; they are all at Yaohan, try- 
ing on cosmetics. Е 


Неппу Sender is a Hongkong-based staff writer 
for the REVIEW. 
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Thailand's endearing three-wheeled 
vehicles for-hire or tuk-tuks are almost as 
well known as our friendly smiles. 


What attracts rather less public 


government's policies that promote 
investment and new business. 
LET THE FIGURES SPEAK 


The results prove this to be no mere 


HOW CAN YOU RIDE A TUK-TUK 
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ONE DAY AND FLY THE NEXT? 


ТТТ 222222222222222222222ааа а ааа ааа ааа ада аа, 


attention are the opportunities and 
attractions of doing business with 
Thailand. We'd like to redress that 


balance in a small way. 


LAISSEZ FAIRE OR OPEN 


The concept of free-trade goes back 
a long way ia Thailand. The quote you see 
here from King Ramkamhaeng is part of 


a proclamation carved onto a stone pillar 


rhetoric. 1992 has been yet another good 
year. Foreign investment between January 


and June was well over US$1 billion. 


more than 700 years ago. It rings as : “ABUNDANTFISH .: Exports registered a 1696 growth 
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i King Ramkamhaeng the Great : 


LAND OF THE FREE 
In fact freedom in Thailand is so 
fundamental a concept that even the name 
of the country extols its virtues. The word 
"Thai" translates literally as "free". It shows 
in our freedom of the press, freedom of 
expression, freedom of religion and speech. 
And in our freedom of business enterprise 
and opportunity. 
A DYNAMIC ECONOMY 
Open and free trade with the 
world has been a fundamental policy of 


successive Thai governments. Our dy- 


namic free-enterprise system thrives with 


ze 


Dynamic Économy 


A.D. 1283 : flation rate will be only 4.796. 


Thailand's overall economic growth 
is predicted to be 7.596 for the year, : 


a welcome figure to prevent any : 


THEFIRSTPHASEOF : 
THE 88 BILLION ВАНТ  : 
(U5$3,200 MILLION) 


digit economic growth in the '80s was 
too rapid for its infrastructure. But 
things are changing. 

Three mass-transit projects are 
under way as are massive expressway 


systems designed to ease traffic flow in 


the capital. Two deep-sea ports and a 





second international airport are to be 
built. Communications too are being 
upgraded with fiber optic cables and 
satellite links. Our infrastructure and 
telecommunications are catching up 
with the developed world and will 
make Thailand even more competitive 
in the world markets. 
THE SECRET OF FLYING 


When Bangkok's Sky- 


MAS SITE. eus 212 
overheating of the economy. MR : trains and elevated expressways 
BANGKOK WILL: b | 
ТНЕ НОТ $РОТ BECOMPLETED. : have become as familiar a sight 


Thailand has been blessed with an 
enviable location. We are not only in the 
heart of S.E. Asia but also at the gateway to 
the rapidly developing regions of Indo- 
China and Myanmar, providing easy access 
to a market of over 500 million people. 

THE CHALLENGE 


Thailand's phenomenal double- 


IT'S ALLHAPPENING IN THAILAND 


as the tuk-tuk is now, it will be the result 
of a dynamic economy that welcomes 
trade and investment with a smile. And 
it will be the product of a people that 
look forward to the future without 
forgetting their roots in the past. 

Come and do business with 


Thailand. And come fly with us. 


Siam Cement Group 





SIAM CEMENT GROUP IS PROUD TO BE A PART OF THAILAND'S OPEN SOCIETY AND DYNAMIC ECONOMY. FOR MORE INFORMATION 
ABOUT THAILAND'S INVESTMENT OPPORTUNITIES PLEASE WRITE TO: SIAM CEMENT GROUP GPO BOX 572 BANGKOK. THAILAND 


t remains the Japanese space pro- 
gramme's worst moment. Engineers at 
a Mitsubishi Heavy Industries labora- 
tory near Nagoya had been conduct- 
ing tests on a new, liquid-fuelled rocket 
engine when at 1:05 am on 8 August 1991, 
it suddenly exploded. The force of the blast 
| ripped the 14-centimetre-thick test-room 
door from its hinges, fracturing Arihiro 
Kanaya's skull and killing him instantly. 
| Late last month, a redesigned version of 
| the engine passed its final major test. 
| Within one year, the unit will be incorpo- 
rated into a rocket called the H-II, ready to 
launch a new generation of satellites. 

But a string of setbacks like the one that 
killed Kanaya have put the engine's de- 
ployment at least two years behind its 
original schedule. Once touted as Japan's 
entree into the international satellite launch 
business, the H-II has still not signed up a 
single customer. 

Tokyo's ability to compete in the cut- 
throat launch business has always been in 
doubt, however. Much of that uncertainty 
stems from the unique constraints attached 
to the space agency's launch site. In return 
for permission to construct facilities on the 
tiny southern island of Tanegashima, the 
National Space Development Agency 
promised local tuna fishermen that it 
would restrict launches to two 45-day win- 
dows per year. This, in effect, means that 
the agency can release a maximum of only 
four rockets every 12 months, while rivals 
such as Europe's Arianespace can launch 
up to 10. 

Japan's rocket builders have made 
things worse for themselves by opting to 
develop a complex propulsion system 
known as a staged combustion cycle en- 
gine. This style of engine was first pro- 
duced in the US during the 1970s to drive 
the Space Shuttle. There, too, it caused de- 
lays, setting back the shuttle programme 
by four years and causing headaches for 
project officials ever since. 

Why, then, would the Japanese build 
the same type of engine? Although attrac- 
tive for its extremely high performance — 
a shuttle requirement, given its necessity 
for lots of power in a small package — 
there is no apparent reason why the Japa- 
nese need such oomph. The official expla- 
nation given by the space agency is that the 
H-II was designed to be much smaller than 
comparable rockets for safety purposes. A 
post-launch explosion, the logic goes, 
would result in less debris to cause dam- 
age to the surrounding area. 

But according to American observers, 
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the real reason the Japanese chose to shoot 
for such a challenging target has more to 
do with technological hubris than concern 
with safety. "They went for it because they 
thought they could do it,” says one space 
industry analyst. They thought "they 
would end up as strong [in rocket technol- 
ogy] as the US." 

"We wanted the challenge," concedes 
Yoji Shibato, deputy director of the space 
agency’s propulsion engineering group. 
“But we also knew it would be very diffi- 
cult.” 
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Japan’s H-II rocket faces setbacks. 





To give rocket engines the thrust they 
need to lift big loads, the fuel — typically a 
mixture of liquid hydrogen and oxygen — 
must be pressurised before combustion. 
This is done using a turbo pump. 

In the simpler, more common form of 
liquid-fuelled propulsion systems, the 
pump is driven independently. The gas 
used for that purpose flows in parallel to 
that in the main combustion chamber, and 
after use is dumped overboard. 

But in a staged combustion cycle en- 
gine, the turbine gases are combined with 
those used in the main combustion proc- 
ess. The fuel is heated in a pre-burner and 
then flows — at high volume and at very 
high pressure — through the turbine and 
on through an injector to the main com- 
bustion chamber. 

The reward for this high pressure is 
more thrust per kilogram of propellant. But 
there is also a penalty to pay for the added 
boost. Since the combustion sequence takes 
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INNOVATION 


Hubris in space 


place in series rather than in parallel, a 
problem which occurs at an early stage can 
have dramatic effects further down the 
line. 


“Unforgiving” is the word Otto Goetz, | 


programme manager for the Space Shut- 
tle's main engine, uses to describe the de- 


sign. It requires, he says, that engineers | 
"pay extremely detailed attention to avoid 


mishaps." 

In developing such an advanced tech- 
nology, setbacks were, of course, expected. 
And setbacks were what the Japanese got. 


The first occurred in July 1989, when the | 
blades of the turbine cracked under high | 
pressure. The resultant redesign forced a | 


rescheduling of the initial flight from early 
1992 to 1993. 


But even with the revised timetable, en- | 


gineers at the space agency's contractors 





were forced to work round the clock to | 


keep up. This explains why the explosion 
that killed Kanaya occurred so early in the 


morning, during a high-pressure endur- | 


ance test. 


Critics charge that, in seeking to avoid | 
further delays — not to mention loss of | 


face — the Japanese space agency has cut 
corners. If so, its come-uppance came last 
June, when another engine exploded. The 
result of welding that was unable to with- 
stand the heat of ignition, the June accident 
forced the date of the first launch to be put 
back another year. 

The welding problem has since been 
fixed and "there will be no more explo- 
sions," claims Shibato. 

Scientific success notwithstanding, the 
H-Il's commercial prospects look bleak. 
Satellite customers like Intelsat want rock- 








ets that are cheap and reliable. The Н-П | 


was designed to offer a launch cost of Y8 
million per kilogram of payload. That was 
a competitive US$33,000 per kilogram in 


1984, when the exchange rate was ¥240 to | 


the dollar; at today’s rate of ¥125 the price | 


may no longer be right. 
Realising this, the Japanese have turned 
to reliability as their sales point. After all, 


they point out, they have a record of more | 


than 20 successful launches, albeit with 
smaller rockets. 


But in the wake of the problems the 
agency has had developing its engine, the | 


reliability argument itself may no longer 





be valid. In short, the Japanese may finally | 


have scaled the technological equivalent 
of Mount Everest. But in going for the 
top, they have uncharacteristically taken 
their eye off the bottom line. 


m Bob Johnstone | 
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Symbiosis:ism 
y 10.515 1S 
Symbiosis is one of the natural world's truly beautiful 
systems. In reality, this principle of dynamic natural rela- 
tionships exists not only among plants and animals; it also 
applies to animals and humans, humans and humans, 
companies and companies, companies and the environ- 
ment, humans and the earth. It is this very relationship, 
expressed by the term “Symbiosis: ism", that is our goal for 
bringing about better business global partnerships. Through 
both free competition and harmony, based on a spirit of 
mutual benefit and trust, Nippon Steel will continue to make 
these interactions more productive and fruitful for our lives. 


NIPPON STEEL 
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Activists supporting demands for compensation by comfort women demonstrating outside the Japanese Embassy in Seoul. 


JAPAN'S PAST 


Ghosts gathering 


Comfort women issue haunts Tokyo as pressure mounts 


By George Hicks 


It is past noon on Wednes- 
day in front of the Japan- 
ese Embassy in Seoul, time 
for the arrival of a group 
of Korean women angrily 
waving signs and shout- 
ing slogans. "Japan, apolo- 
gise and repent!” reads one sign, as the 
demonstrators shout demands. Riot police- 
men move in to prevent them from enter- 
ing the embassy compound. A delegate 
hands over a statement to the embassy. 
Then the demonstrators disperse. 

This has been a weekly ritual over the 
past 12 months, but feelings still run high 
on the part of Korean activists who de- 
mand the release of all information relat- 
ing to so-called comfort women — women 
dragooned by the Japanese imperial au- 
thorities to serve as sex slaves for Japanese 
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soldiers in World War II. They demand 
that Japan pay compensation to ageing 
women who, almost a half century after 
having served as sex slaves in combat 
zones, are still living. They also demand 
that the Japanese Government make a pub- 
lic apology and promise to record this bar- 
barity in textbooks so that future genera- 
tions of Japanese will grow up with this 
knowledge. 

About 80,000 women, mostly Koreans 
but including Chinese, Filipinos, Indone- 
sians, Burmese and Dutch, are believed to 
have been forcibly recruited by the Ja- 
panese military in World War II to provide 
sexual services to Japanese soldiers as the 
Imperial Army advanced across Asia. (An 
additional 120,000 women are believed to 
have been drafted as labourers.) The issue 
of comfort women, dormant for almost half 
a century, has now surfaced to haunt Ja- 
pan, though the government continues to 
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refuse to pay compensation or even to ad- 
mit that the women had been coerced into 
becoming sex slaves. 

But pressure is mounting on Japan to 
acknowledge its responsibility, to apologise 
and to pay compensation to the survivors. 
On 1 February, a group of Japanese schol- 
ars called on the government to break a 
long taboo and allow school history books 
to tell students of the atrocities committed 
during Japan's 1910-45 colonial rule in 
Korea. And, in what may be a sign of a 
reversal in Japanese policy, the Philippine 
Foreign Secretary Roberto Romulo, who 
visited Tokyo in early February, said 
Japanese officials had expressed "sincere 
remorse" over the comfort women issue. 

In the Philippines, as elsewhere, the 
issue of comfort women has generated a 
great deal of interest among women's and 
human rights groups. A group of lawyers 
is now preparing a class action suit on be- 
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half of former comfort women. They are 
demanding an unspecified amount in com- 
pensation as well as a Japanese Govern- 
ment admission that soldiers used force to 
recruit the women. An Asia-wide move- 
ment is emerging in this issue. A confer- 
ence on comfort women last August drew 
participants from Taiwan, the Philippines, 
Hongkong, Thailand and Japan to South 
Korea. Later this year, an even wider con- 
ference is planned with participants from 
Malaysia, China, North Korea, Indonesia 
and Burma taking part as well. 

The governments in Asia have to vary- 
ing degrees supported women in their own 
countries who were victimised by the 
Japanese. But because some of these coun- 
tries are dependent on Japan for aid and 
investment, such support is often luke- 
warm or, sometimes, lacking altogether. 

The Chinese Government, for example, 
kept Tong Zeng, head of China's grassroots 
non-governmental Committee to Claim 
Compensation from Japan, out of Peking 
during the recent visit by Emperor Akihito, 
apparently to prevent any embarrassing 
incidents. Tong had compiled 11 pages of 
case studies on comfort women 
in Shanxi province, showing 
that between 2,000 and 4,000 
Chinese women were forced 
into sexual slavery by the 
Japanese army. 

In Taiwan, a government 
committee has said that it has 
located 34 women who had 
been forcibly conscripted by 
Japanese troops. Both Taiwan 
and China announced decades 
ago that they would waive 
Japanese war reparations, a fact 
that may inhibit them from 
supporting demands for com- 
pensation. 

Japan's economic might 
throughout Asia is an impor- 
tant factor. The Indonesian 
Government, for example, has 
not pursued the issue despite 
documentary evidence confirm- 
ing the existence of 29 comfort stations 
during the war. No former comfort women 
in Indonesia have come forward to de- 
mand compensation. 

Up to now, Japan's Education Ministry 
has kept any reference to comfort women 
out of the nation's textbooks and, while 
emphasising Japan's role as a victim of the 
atomic bombing of Hiroshima and Naga- 
saki, has played down the country's role as 
an aggressor in China and Southeast Asia. 
Until January 1992, the Japanese Govern- 
ment maintained that military brothels 
were run by private entrepreneurs but 
archival materials uncovered at that time 
showed conclusively the government's 
involvement. Japan continues to assert that 
the women involved volunteered to work 
as prostitutes and had not been coerced, 
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Comfort women in 


despite the mounting evidence to the con- 
trary, including testimony by both women 
survivors and some former Japanese mili- 
tary officers. 

In fact, as early as 1970, one Japanese 
military officer, Lieut-Gen. Yasuji Oka- 
mura, confessed “with embarrassment" in 
his memoirs that he had proposed army- 
recruited and army-run comfort stations. 
In an effort to stop Japanese troops raping 
Chinese civilians, as they had in Shanghai 
in 1932 during clashes stemming from the 
Manchurian campaign, he arranged for a 
contingent of professional prostitutes to be 
sent. After their arrival, the number of re- 
ported rapes declined markedly. Follow- 
ing the Rape of Nanjing, an unparalleled 
orgy of destruction, slaughter and brutal- 
ity, it was deemed imperative to discipline 
the troops, so Okamura’s prototype com- 
fort station was revived and elaborated. 
The systematic abuse of women in war- 
time is again evident today in Bosnia, 
where 20,000 women are said to have been 
raped in 10 months. 

Although military prostitution has been 
common throughout history, the brothels 
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run by the Japanese military during the 
war were unusual because of the degree of 
coercion involved. The women were de- 
scribed as “war supplies." From the Japan- 
ese viewpoint the women were essential 
war supplies. Without an almost endless 
supply of healthy Korean virgins, the Ja- 
panese army either ran amok, as during 
the Rape of Nanjing, or was decimated by 
venereal diseases. Іп order to prevent a 
repetition of the Nanjing debacle, the 
Japanese military established a "comfort 
station" in Shanghai in 1938. These facili- 
ties were rapidly extended to wherever the 
Japanese military was found, from the bor- 
der with Siberia to equatorial New Guinea. 

The importance of the comfort women 
is indicated by the logistical priority they 
were given. To quickly establish comfort 
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Okinawa being protected by US troops after World War Il. 


stations on each newly formed front line 
was no mean task. It was something of a 
joke among the Japanese military that fol- 
lowing an advance, a shipment of comfort 
women would arrive with the ammuni- 
tion. : 

Not all the women had been dragooned 
into service. Some were Japanese prosti- 
tutes. The Japanese women suffered from 
much more disease than the initially inno- 
cent Koreans, and according to one doctor 
in charge of examining and treating them, 
they (unlike the Koreans) could not be fit- 
tingly described as the Emperor's “gifts” 
to the Imperial forces. 

Most comfort women were “broken in” 
by beatings and rapes and became re- 
signed to their fate. Some, however, were 
treated with great brutality, which in- 
cluded having their breasts being cut off 
with swords or being killed by being shot 
through the vagina. Crude operations were 
performed on some women to remove 
their reproductive organs so they would 
not menstruate and so be available con- 
stantly. 

Officers, NCOs and men were charged 





different rates for visits to the women. The 
rates also differed by nationality. Japanese 
women were the most expensive, followed 
by Okinawans, Koreans, Chinese and 
Southeast Asians. In the Japanese scheme 
of things, all Japanese shared in the Em- 
peror's divinity, with all others excluded. 
The Koreans, however, were placed in an 
ambiguous position, being officially in- 
cluded among the “Emperor's children” 
but deprived of all civil rights. 

The extreme authoritarianism of the 
Emperor cult found its ultimate expression 
in the armed forces. The Emperor under 
the constitution was the commander-in- 
chief of the armed forces, whose members 
had been enjoined since the Meiji era to 
“regard your superior officer’s orders as 
Our orders,” so that a sense of sanctity per- 
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meated military orders, overriding any 
considerations of reason or morality. Thus, 
Korean activists demand that the Japanese 
Emperor share responsibility for the bru- 
tality that occurred. 

A 1938 medical report of Korean and 
Japanese comfort women indicates the 
policy lines that were to develop. A gynae- 
cologist, Dr Tetsuo Aso, who examined 80 
Korean and 20 Japanese women, found 
very little indication of venereal disease 
among the Koreans. But he had this to say 
of the Japanese women: “Those from Ja- 
pan were all extremely dubious. Care 
needs to be taken of the more jaded type of 
woman, whom I have repeatedly exam- 
ined for syphilis and found clearly branded 
with a past history of venereal disease by 
the scars of bubo excisions on the groins. 
They are really dubious as gifts to the Im- 
perial forces.” 

From then on, the policy was to recruit 
non-professional Korean women by any 
means possible. In the early stages of the 
war it was relatively easy to entice Korean 
girls from poor families. A village head- 
man's son provides this account of the 
recruitment process: "A policeman came 
from the station. Of course he was Japan- 
ese. My father received some sort of in- 
structions from him and the next day they 
went around, visiting every poor family 
having a daughter and put the proposition 
to them: "There are jobs in the forces like 
laundry and cooking. There is no danger 
and you can earn a lot 
of money. It's work 
with no worries.’ Four 
girls went from my vil- 
lage on that occasion.” 

This policy of re- 
cruitment by deception 
ran into difficulties as 
knowledge of the com- 
fort women system 
gradually spread. The 
final phase of dracon- 
ian recruitment was 
described in detail by 
one of the Japanese in- 
volved. In the early 
1980s, Seiji Yoshida, a 
former administrator 
of the National Labour 
Service Association, be- 
gan to speak about his war crimes and 
published in 1983 a book entitled My War 
Crimes: The Forced Draft of Koreans. 
Yoshida’s main duty during the war was 
to control the flow of conscript labour as 
ordered by army and navy headquarters 
in western Japan. When the regular net- 
work of police was unable to meet the de- 
mand, Yoshida himself led slave-raid type 
expeditions that accounted for some thou- 
sands of male labourers and a thousand 
women for “comfort” duties. 

Yoshida describes the seizure of com- 
fort women on the Korean island of Cheju. 
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The Korean 


experience 


The experience of some 
of the Korean women 
involved provides an 
insight into the whole 
structure of Japanese 
military brothels. Shim 
— MiJa, for example, who 
told her story in the BBC film 
"Unfortunate Incidents," was one of the 
thousands of Korean schoolgirls pluck- 
ed out of their classrooms and packed 
off to serve the military's sexual needs. 
The pretext for picking her up was that 
she had embroidered morning glories 
on a map of Japan she had made for the 
school, rather than cherry blossoms. 
This was said to be insulting to Japan's 
national emblem. 

Taken to a police station, she made 
the mistake of biting the ear of a police- 
man who had rolled up her skirt. For 
this she was tortured with electricity, 
bamboo needles were thrust under her 
fingernails and a hot iron was pressed 
on to her shoulder and neck. She bears 
the scars today. 

Not all Koreans were abducted vio- 
lently. A more common pattern, at least 








Comfort women in Nanjing during the war. 


The operation's target was 2,000 young 
women, with Yoshida's team being allot- 
ted a goal of 200. As villages had often al- 
ready been stripped of unmarried women, 
Yoshida says, his team did not hesitate to 
pluck babies from the arms of screaming 
mothers and bundle the women into 
trucks. 

Why did the issue of comfort women 
lie dormant for 45 years? The answer lies 
in the murky world of politics under au- 
thoritarian regimes, the oppression of 
women and the state of human rights in 
Asian societies, including the Confucian 
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before the later stages of the war, was 
to trick simple peasant girls into surren- 
dering their freedom. The experience of 
Mun Ok Ju is a case in point. 

Mun had only three years of school- 
ing before she went to work as a house- 
maid at the age of 10. In 1942, when 
she was 18, a Korean in a smart West- 
ern-style suit offered her a "restaurant" 
job in a ^warm country," which would 
pay her well enough for her to send 
money home to help her family. 

Mun was taken to Burma, where she 
ended up in a comfort station in Man- 
dalay. She had to service around 30 
men per day, a typical case load. 

At the end of the war, she was re- 
patriated to Korea where she was wel- 
comed by her family because she was 
able to conceal her true occupation 
overseas by keeping up the pretence of 
restaurant work. However, like most 
comfort women, she never married be- 
cause of her secret shame and because 
her Fallopian tube had been removed 
as a result of disease. 

Like most former comfort women, 
Mun remained emotionally disturbed 
and led a precarious existence, made all 
the more distressing by the necessity to 
remain silent, inducing a sense of isola- 
tion that many women have described | 
as more unbearable than their original 
ordeals. 

In August 1991, Kim Hak Sun, with 
the backing of a now vigorous wom- 
en's movement in Korea and Japan, de- 
cided to break all precedent and go 
public with her personal tragedy. Mun 
decided to join her. m George Hicks 


culture of East Asia, which made it almost 
impossible for women to reveal they had 
been victimised. Before 1988, authoritarian 
regimes in South Korea banned even 
Yoshida from speaking on Korean soil. The 
emergence of the comfort women issue in 
recent years is in response to mounting 
pressures in Korea and other countries for 
greater democracy and, with it, more open- 
ness and accountability. The recent growth 
of a vocal women's movement in Korea 
and Japan has been of crucial importance. 

In 1988, with democratisation and new 
women's organisations making vigorous 
progress, the South Korean Church Wo- 
men's Alliance formed a group that be- 
came the centre for action on the comfort 
women issue. For many years, the main 
concern of most Korean women's groups 
had been Japanese sex tourism and prosti- 
tution around American bases. The new 
group adopted the comfort women issue, 
not at first as a major cause in its own right 
but in the hope that it could be used to 
inflame feelings against Japanese sex tours. 
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Subsequently, the comfort women issue 
was raised in the Japanese Diet. A spokes- 
man denied any government involvement, 
saying: "They had just been taken around 
with the forces by private operators, so in- 
vestigation of them was not possible." 

The government's denial of any official 
involvement with comfort women infuri- 
ated the Korean women's movement, 
which sent an open letter, signed by 37 or- 
ganisations, to the Japanese prime minis- 
ter. They made six demands: 
№ that the Japanese Government admit 
the forced draft of Korean women as com- 
fort women; 

Ы that a public apology be made for this; 
> that all barbarities be fully disclosed; 
> that a memorial be raised for the vic- 
tims; 

P that the survivors or their bereaved 
families be compensated; and 

Ь that these facts be continuously related 
in historical education so that such mis- 
deeds are not repeated. 

This letter, dated 17 October 1990 and 
delivered to the Japanese embassy in Seoul, 
was ignored for almost six months. In April 
1991, the Japanese embassy conveyed a ver- 
bal response to the women's organisations 
and insisted that "there was no evidence of 
the forced draft of comfort women, so there 
would be no public apology, disclosures or 
memorial." Moreover, the Japanese em- 
bassy asserted that all claims 
of compensation between Ja- 
pan and South Korea had 
been settled by the 1965 treaty 
that normalised bilateral rela- 
tions. At that time, South Ko- 
rea received US$300 million 
in grants to settle all past and 
future claims against Japan 
stemming from 35 years of 
colonial rule. 

The women's groups re- 
sponded by holding lecture 
meetings and mounting a 
major organisational buildup 
in both South Korea and Ja- 
pan. These efforts culminated 
їп August 1991 when a form- 
er comfort woman, Kim Hak 
Sun, announced her willing- 
ness to testify publicly about her experi- 
ences and to take legal action against the 
Japanese Government. 

Kim Hak Sun's example encouraged 
two other former comfort women to step 
forward and join the legal action against 
Japan. The lawsuit, a class action, was 
launched at the Tokyo District Court on 6 
December 1991. Under the Japanese legal 
system, the action will take years to reach a 
conclusion. The first hearing was held in 
June 1992. A fourth hearing is scheduled 
for 1 March. a 
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George Hicks is an Australian economist who 
is writing a book on comfort women. 
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By NAOMI HIRAKAWA a 
and RIEKO TANAKA 
Bali өтте 


The battle will not be over 42 


A victim's 
account 


The following is the testi- 
mony given by Jan Ruff, 
a Dutch-Australian, who 
was taken prisoner in 
1942 in Java by the Japa- 
nese, at a public meeting 
- in Tokyo last December: 





I was interned in Camp Ambarawa 
together with my mother and two 
younger sisters. We had been impris- 
oned for almost two years. It was Feb- 
ruary 1944. I was returning to my bar- 
racks from one of my heavy camp du- 


ties. 

Suddenly there was a great commo- 
tion in the camp. A number of Japanese 
military arrived in army trucks. We 
were expecting to be called for roll call. 
However, this time the order was given: 
all single girls 17 years and up were to 
line up in the compound. 

We were assembled in a long line 
and we trembled with fear as a number 
of Japanese military walked towards us. 
Up and down they marched, sneering, 


gain.” 
At least 35 Dutch women 
were forced to notas 
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The women will never forget. 


pointing, touching. My whole body was 
trembling. The selection process contin- 
ued until 10 girls were ordered to step 
forward. I was one of the 10. 

My mother and I could not find 
words to speak. We looked into each 
other’s eyes and threw our arms around 
each other. There, in that moment, it 
seemed as if we both died in each oth- 
er's arms. 

We were forced into the trucks. We 
huddled together like frightened ani- 
mals and drove through the hillside 
suburb of Semarang. The truck stopped 
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in front of a large house. Seven girls 
were told to get out. I was one of them. 

We were made to understand that 
we were here for the sexual pleasure of 
the Japanese. In other words we found 
ourselves in a brothel. We were en- 
slaved into enforced prostitution. 

On the night the brothel opened, we 
were all terrified. We were all virgins 
and none of us knew anything about 
sex. We were ordered to each go to our 
own rooms, but we refused, clinging to 
each other for safety. My whole body 
was burning up with fear. It is a feeling 
I can't possibly describe, a feeling I shall 
never forget and never lose. It comes to 
me at the oddest moments. I wake up 
in nightmares and still feel it just lying 
in bed at night. But worst of all I have 
felt this fear every time my husband 
was making love to me. I have never 
been able to enjoy intercourse as a con- 
sequence of what the Japanese did to 
me. 

I hid under the dining room table. 
Eventually I was found out and 
dragged out. A large Japanese officer 
stood in front of me, looking down at 
me, grinning at me. I kicked him in the 
shins. He just stood there laughing. 

He had paid a lot of money, and he 
became extremely angry. He took his 
sword out of its scabbard and pointed 
it at me, threatening me with it. He was 
getting impatient by now and he threw 
me on the bed. He tore at my clothes 
and ripped them off. He threw himself 
on top of me, pinning me down under 
his heavy body. 

I tried to fight him off. I kicked him, 
I scratched him, but he was too strong. 
The tears were streaming down my face 
as he raped me. It seemed as if he 
would never stop. 

Each evening I tried to hide in a dif- 
ferent place, but I was always found, 
then dragged into my room after severe 
beatings. Every time the Japanese raped 
me І tried to fight them off. Never once 
did any Japanese rape me without a 
violent struggle and fight. 

I can't remember exactly how long 
we were kept in the Semarang brothel, 
but it was at least three months. During 
that time the Japanese had abused me 
and humiliated me. They had ruined 
my young life. They had stripped me of 
everything, my self-esteem, my dignity, 
my freedom, my possessions, my fam- 
ily. 
It was my deep faith in God that 
helped me survive all that I suffered at 
the brutal, savage hands of the Japan- 
ese. I have forgiven the Japanese for 
what they did to me, but I can never 
forget. " 


18 FEBRUARY 1993 





JAPAN'S PAST 


A quest for truth 


Sex slavery issue affects ties with Asian nations 





By Louise do Rosario 


When Yoshiaki Yoshimi 
was a small boy, he used 
to hear horror stories 
about the nuclear-bomb 
attack on Hiroshima, a 
short drive from his native 
village. 

Since then, Yoshimi, now a history pro- 
fessor at Chuo University, has been en- 
grossed in his country's past. Exploring the 
darkest aspects of Japan's war activity, he 
is best known for his ground-breaking re- 
search on the use of Chinese people as 
guinea pigs by Japan in testing bacterio- 
logical weapons. When the issue of com- 
fort women came to international attention 
two years ago, Yoshimi committed himself 
to finding out the truth. 

In December 1991, he spent two days 
in the library of the National Defence 
Agency. Documents he uncovered were a 
major turning point in the debate over the 
role the military played in yet another dark 
chapter of Japan's past. 

On 13 January last year, Yoshimi's find- 
ings were printed on the first page of the 
left-leaning daily, Asahi Shimbun. With 
Yoshimi's photocopies of official military 
records on the recruitment of comfort 
women sent to China in 1938, the Japanese 
Government was confronted with indis- 
putable official evidence for the first time. 

Within hours after the newspaper hit 
the streets, Koichi Kato, then chief cabinet 
secretary, expressed Japan's "deep remorse 
and regret" and admitted, for the first time, 
that the Japanese imperial army was "in 
some way involved" in the running of 
comfort-women facilities. 

On 6 July, the government issued its 
first comfort-women report, based on 127 
documents and case studies of 131 victims, 
most of whom were Japanese. It showed 
that the Japanese military was involved in 
the building of comfort-women facilities, 
recruitment and the drafting of related 
regulations. However, it did not admit the 
use of force in the recruitment. 

The report immediately invited criti- 
cism. Yoshimi points out that the report 
fails to include crucial documents from the 
police, ^which probably had much involve- 
ment, especially in the recruitment and 
movement" of the comfort women. Other 
information, such as those provided by 
surviving witnesses, diaries of command- 
ers and soldiers, the media and foreign or- 
ganisations, were also not tapped. 








18 FEBRUARY 1993 


Japan has delayed issuing a second, 
more thorough, report, which it promised 
to deliver by the end of last year. With the 
comfort-women issue expected to be taken 
up by various UN human rights commit- 
tees in the coming months, Tokyo is be- 
coming extremely cautious in its actions 
and words. 

Until recently, Tokyo had insisted that 
all claims for compensation were resolved 
by postwar settlement agreements signed 
with various Asian countries. It also ar- 
gued that concrete evidence is difficult to 
get with the passage of time and that the 
claims are now being heard in Japanese 
courts. 

Tokyo's real fear may well be that the 
comfort-women issue is just the tip of an 
iceberg. The list of compensation claims 


Yoshimi and his book on comfort women. 


has already been growing in recent years. 

War victims who are trying to sue To- 
kyo for compensation include Taiwanese 
and Koreans forced to leave home to work 
in Japan, Korean victims of the atomic 
bomb in Hiroshima and Hongkongers 
forced to give up their private assets in ex- 
change for banknotes issued by the Japan- 
ese imperial army. (Mainland Chinese have 
also asked for compensation totalling 
US$180 billion for the 20 million victims 
killed in the war with Japan.) 

Kenichi Takagi, a lawyer who has been 
handling some of these claims, said while 
postwar bilateral agreements have settled 
claims between Japan and other govern- 
ments, individual victims still have the 
right to ask for compensation under inter- 
national law. He also points out that Ger- 
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many has paid much more — over ¥8 tril- 
lion (US$64 billion) according to one esti- 
mate — to individual claimants. 

On the claims by comfort women, 
sources said, Tokyo is quietly exploring 
ways to solve it without mentioning the 
word compensation. Some activists have 
suggested the setting up of a foundation 
via an international organisation, such as 
the Red Cross, to provide welfare facilities 
to the victims. Tokyo has made a similar 
arrangement for Korean survivors of the 
atomic bomb. A senior official at the 
Ministry of Foreign Affairs, in an interview 
with the REVIEW, merely reiterated 
statements made by Kato, adding that the 
government is still investigating the mat- 
ter. 

How fast and how far Tokyo will move 
on this issue will depend much on which 
way public opinion goes. The comfort- 
women victims have already won more 
sympathy and attention than other war-re- 
lated issues such as forced labour, massa- 
cres and revisions of history books. The 
comfort-women issue has also been more 
emotional, with surviving witnesses speak- 
ing in horrifying detail. A Dutch woman, 
Jan Ruff, who gave graphic evidence at a 
forum in Tokyo in December on her ordeal 
as a sex slave, shocked the Japanese public, 
partly because she was the first white 
woman to come forward. 

How this issue will be handled, there- 
fore, has far-reaching consequences in Ja- 
pan’s relations with its Asian neighbours. 
It opens up new wounds and stirs up anti- 
Japanese sentiments just as Asia was draw- 
ing closer to Japan as a business partner. 

In Japan, notes Yoshimi, there are those 
who do not dispute the claims and feel Ja- 
pan should apologise. Then there are those 
who deny the existence of such occurrences 
and argue that even if they did exist, such 
a tragedy was inevitable with war. "Some 
also feel that it's something that has more 
to do with their grandfather than with 
themselves, “ he said. 

“It has always been a small minority of 
Japanese who are concerned about war 
compensation," added Yayori Matsui, a 
senior staff writer at the Asahi Shimbun. 
^Older people may know more about the 
war but they only remember about their 
own sufferings then. They point to US 
bombing of Hiroshima but not the fact that 
Japanese soldiers from Hiroshima went to 
places like Malaysia to kill people." 

To Yoshimi, the most important aspect 
is less the settlement of the claims but the 
truth. “I hope that the ongoing investiga- 
tion will not be abandoned abruptly just 
by giving out compensation," he said. "It 
is essential that we find out what Japan 
had actually done in its war with Asia. 
[Such truth] will be part of our national 
treasure. If we find out more and publicise 
it widely, it will have a great impact on 
Japanese views about their past." " 
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After another decent interval . . . 





Kissinger: A Biography by Walter Isaacson. 
Simon & Schuster, New York. US$30. 


Scene: The Dusit Thani Hotel, Bangkok, 
28 July, 1969. Occasion: a press conference 
by President Richard Nixon. By his side, 
doing most of the talking, a stout, genial, 
bespectacled figure we correspondents 
were allowed to refer to only as “a high 
White House official.” His Secret Service 
guards had given him the nonsensical 
code-name “Woodcutter,” which his Bava- 
rian accent mangled into “Vudchopper.” 
Everyone called him “Henry.” Subject: the 
interminable war in Vietnam. 

This writer attended this first perform- 
ance by the oddest double act in 20th-cen- 
tury politics with as much curiosity as trepi- 
dation. America had then been making war 
in Vietnam for more than six years, by far 
the longest armed conflict in its violent 
history. When Nixon and his new national 
security adviser Henry Kissinger assumed 
office early in 1969 the US had 536,000 
troops “in country,” of which 40,000 had 
been killed. The war was costing America, 
in 1993 dollars, $100 billion a year, had 
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ended the career of one president and 
roused the ugliest social conflict since 
America's own civil war. “Реасе” talks in 
Paris, already a year old, were ideological 
shouting matches between propaganda ex- 
perts from Hanoi and Washington. 

The following day in Saigon, Kissinger's 
boss, then as now, presented a baffling con- 
trast. Rouged and painted for the TV cam- 
eras, Nixon looked every inch Tricky Dicky, 
the most unscrupulous red-baiter Califor- 
nia ever produced. But he had bravely 
trusted his security to the South Vietnam- 
ese in the square outside their president's 
palace and he read not anti-communist de- 
monology but a noble speech about the rec- 
onciliation of north and south, echoing 
Abraham Lincoln. As Kissinger later said, 
"Nixon was the strangest man I ever met." 

The pair continue to fascinate Ameri- 
cans, and the rest of us. Walter Isaacson, 
an editor at Time magazine, has paid 
Kissinger the immense tribute of writing 
893 laborious pages about him and then let 
both the man and his achievement slip 
through his anecdotal net. In the tradition 
of journalists’ books, much of Isaacson's 









has been trawled from clippings — Kis- 
singer's nervous childhood as a Jew in 
Nazi Germany, his family's escape to 
America, his return as "Mr Henry," a US 
Army private in charge of the destiny of a 
German town, his lifelong conservative 
outlook and deep mistrust of all ideology. 
Isaacson concedes that Kissinger has to 
be judged as a diplomat, but he cannot 
bring himself to approve of the deception 
by omission, flattery, economy with the 
truth, blurring of points in dispute, and 
abstention from moralising and name-call- 
ing that have distinguished all great mas- 
ters of negotiation. These techniques, says 
Isaacson, are un-American, and in using 
them Kissinger “betrayed a callous attitude 
toward what Americans like to believe is 
the historic foundation of their foreign 
policy: a respect for human rights, interna- 
tional law, democracy, and other idealistic 
values.” Or, as President Wilson, the most 
cruelly inept meddler of our century put it: 
“America is the only moral nation.” 
Isaacson’s book shows the flaw that 
damns any biography, no matter how dili- 
gently researched: the author does not un- 
derstand his subject and cannot make up 
his mind what he thinks of him. This weak- 
ness is even more glaring when he turns to 
Nixon. Henry did not particularly like the 
bugger of Watergate — "he was a very odd 
man, an unpleasant man” he once let slip 
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into an open microphone at a diplomatic 
dinner — but their relationship quickly de- 
veloped from master and servant into a 
non-stop, two-man seminar on foreign af- 
fairs, an area in which Nixon had acquired 
some useful knowledge as a travelling fixer 
for Pepsi-Cola. 

Why did they hit it off? They were not 
friends, as they both repeatedly made clear, 
but shared a perception of what had to be 
done and how to do it. Harsh experience 
made Kissinger deaf to ideology and sensi- 
tive to the realities of power. Although 
Nixon had begun his astonishing political 
rise in 1950 by smearing the idealistic 
Helen Gahagan Douglas as a communist, 
he was not a man of any particular convic- 
tions but rather a shrewd tactician with a 
cold-eyed view of what might work. Un- 
sentimental as river-boat gamblers, Kis- 
singer and Nixon approached the Paris 
^peace" talks free of illusions that diplo- 
macy might secure what could not be won 
on the battlefield, and were determined to 
take home the biggest pot they could with 
the weak hand their high-minded pre- 
decessors had dealt them. 

Nixon and Kissinger emerged from the 
talks with the near-impossible, a “сеаве-Нге 
in place,” which Kissinger later forced on 
the reluctant South Vietnamese president 
Nguyen Van Thieu. The bleakly-worded 
agreement said nothing about ideology. 


Isaacson is unable to document Kissin- 
ger predicting a communist victory "after 
a decent interval" and Henry later said 
that “it never crossed his mind" that the 
US would not enforce an agreement that 
50,000 Americans had died to secure. The 
point is not critical. Nixon and Kissinger 
had set out to secure US disengagement 
from Vietnam and end civil strife at home 
at any cost, and they suc- 
ceeded. Isaacson can sug- 
gest no more honourable 
possibility. Two weeks af- 
ter the talks, being shelled 
in the cemetery of a 
Vietcong village by South 
Vietnamese artillery, 1 
guessed that the truce 
might be short-lived. But 
even the hope of it was 
enough to re-elect Nixon 
in a landslide and make 
Kissinger, with a 90% ap- 
proval rating, the most 
popular man in America 
and the only diplomatic 
superstar of the century. 
Their “peace” was far 
from a moral triumph, but they gave the 
American people what they voted for. 

Only now, after another decent inter- 
val, is the US undertaking interventions 
that seem like a good idea at the time. Once 





again worthy intentions are being ad- 
vanced to justify adventures with incalcu- 
lable consequences. As Isaacson writes, “A 
belief that America’s actions are moral and 
noble is necessary to rally a naturally isola- 
tionist people,” although he notes with 
honesty that Kuwait lies on an oil route 
important to the American economy. 

The US will eventually need another 
realist from the school of 
hard experience, another 
refugee, perhaps, from Eu- 
rope or Asia now learning 
to be American, but never 
forgetting Kissinger’s in- 
sight that “great goals can 
only be achieved in im- 
perfect steps, and no side 
has a monopoly on moral- 
ity.” The Nixon-Kissinger 
approach “was weird and 
its human costs unattrac- 
tive,” Kissinger later 
wrote, “yet history must 
also record the fundamen- 
tal fact that major suc- 
cesses were achieved.” If 
this plain speaking is un- 
American, then so is the simple truth. 

m Murray Sayle 


Murray Sayle covered Vietnam, Laos and Сат- 
bodia for the London Sunday Times 1966-75. 
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The newly rich are бебо into the Caribbean havens, while Switzerland re-attracts the old. 


The offshore pinch 


The rich have become poorer and cautious 


By Anthony Rowley in Tokyo 


any of the world’s wealthy are a lot less rich now than 

they were a few years ago, thanks to the phenomenon 

of asset deflation and to economic recession which 

crept like a miasmal mist first across the US and then 
to Europe and Japan. 

Not only have the rich become poorer, relatively speaking, 
they have also become more cautious in deploying their money. 
All this has wrought changes in global patterns of catering for 
wealth, especially in offshore havens. 

During the late 1980s, asset inflation — an astronomic surge in 
land and real estate values in the US, Japan and Britain coupled 
with soaring stock prices and booming economies — swelled the 
ranks of the world's wealthy. 

The aggressive money-making which 
characterised this period appeared to 
render obsolete conservative investment 
techniques such as those practised by Swiss 
private banks. Then came a collapse both 
in asset prices and in the Cold War order 
which had held so many regional conflicts 
at bay. Suddenly, conservatism was back in 
fashion among wealthy investors. 

One result of this, as this survey shows, 
is that Switzerland has reasserted its tradi- 
tional role as a haven for wealth amid a sea 
of economic and political troubles. And, in 


Japan - p.46 


Labuan — p.51 
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The Caribbean - p.42 
Switzerland - p.44 


Hongkong - p.48 


Offshore markets — p.48 
Channel Islands — p.50 
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Caribbean offshore havens, the smart money has moved back into 
conservative hedges like blue-chip stocks, bonds and currencies. 

The demise of asset inflation — and of Japan's so-called bubble 
economy in particular — has produced a kind of black hole in the 
world's financial wealth. One Swiss banker in Tokyo estimates 
that something like US$500 billion has been taken out of the inter- 
national economy through the direct and indirect effects of the 
bubble economy's collapse. 

Japanese money flows have dried up, not only in international 
lending and manufacturing investment but in offshore interbank 
markets around the world. The Caribbean, where a good deal of 
Japanese wealth sought an investment haven during the boom 
years — in order to escape punitive Japanese tax rates — is feeling 
the pinch especially. 

Yet, even as the tsunami wave of Japan- 
ese liquidity has subsided across the globe 
and as old-world wealth in the US and 
parts of Europe has ebbed, a new-money 
phenomenon has emerged in various off- 
shore financial centres. 

The newly rich of Mexico, Brazil, Chile 
and other prospering South American 
countries are pouring increasing quantities 
of money into the Caribbean havens — as 
are numerous Chinese entities and indi- 
viduals. These are not the overseas Chinese 
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whose wealth has long kept the money-management industries of | 


Hongkong and Singapore humming but the nouveau riche of 
China itself. 

In Hongkong, too — where more than 30 Swiss banks cast 
their private banking nets to catch the region's wealth — money 
apparently being channelled out of China is supplementing the 
pools of overseas Chinese and other regional wealth which pri- 
vate bankers pursue in order to make their own fortunes. 

Both Hongkong and Singapore like to refer to themselves as 
the "Switzerland of the East" in terms of being havens for regional 
wealth, though Hongkong probably has the most valid claim, at 
least in terms of banking secrecy. Whether this will remain the 
case after Hongkong's reversion to Chinese sovereignty in 1997 is 
something which very much remains to be seen. 

Not that even Switzerland maintains a complete hands-off and 


no-questions-asked attitude nowadays towards the origins of the | 


wealth which the country's private banks are so good at attract- 


ing. Swiss banks claim to be very wary now about accepting | 
“dirty” or even “laundered” money — on pain of imprisonment | 


for individual officials. 

Nevertheless, a high degree of secrecy and freedom from bu- 
reaucratic regulation is a sine-qua-non of successful private bank- 
ing and offshore fund management, and unless Hongkong can 
guarantee such freedoms after 1997 it is doubtful whether its repu- 


tation as the premier funds management centre of Asia can re- | 


main intact for very much longer. 

Singapore, and even tiny offshore centres like Labuan or possi- 
bly Bangkok's proposed new International Banking Facilities ap- 
pear well positioned to take advantage of any flight of funds and 
private bankers from Hongkong. Singapore is highly regulated 
but also has a reputation for probity and safety. 

Tokyo ought to be a natural Mecca for wealth from the Asia 
region, given the sheer magnitude of its own national wealth (still) 
and the concentration of financial institutions in the capital. But 
bureaucratic inertia and the onerous reporting requirements im- 
posed upon domestic and foreign financial institutions alike, mili- 
tate strongly against Tokyo becoming the "next Hongkong." 


Private banking, too, still faces an uphill struggle in Japan, | 


where the ranks of the newly rich swelled with the bubble 


economy only to diminish again with its collapse, and where the | 


wealthy will pay fees only for advice on how to avoid taxes and 
not on how to manage their money. 

Only in the arena of offshore banking markets can Tokyo be 
said to pose any challenge to the rest of Asia and indeed to the 
rest of the world. While offshore banking balances in the principal 
Euromarket centres from London to New York and from Hong- 


kong to Singapore have contracted sharply over the past year, | 


under the impact of Japanese banks' withdrawal, Tokyo's off- 


shore banking market has held its own as it expands in sympathy | 


with Japan's domestic money markets. 
Among the world's other offshore centres, the tiny territory of 
Guernsey in the Channel Islands between Britain and France is 


flourishing remarkably. Foreign deposits have flooded in during | 


the past year — originating largely, it is believed, from Germany 
— bringing Guernsey out of the shadow of its neighbour Jersey. 


Guernsey has also pioneered a new kind of corporate, tax shel- | 


‘ter recently, the International Business Company which is a cross 
between a resident company and a tax-exempt company. For the 
likes of Hongkong companies that are becoming fugitive from 
political uncertainty at home, this appears an attractive alternative 
to disappearing into the "Bermuda triangle" of offshore registra- 
tion. 


For sheer offshore appeal and solidity, however, land-locked | 


Switzerland has even more going for it now that it has voted 


against joining the world, through rejecting membership of the | 


EC in à national referendum last year. Switzerland's distinctive 


tax and secrecy laws will thus remain intact while private bank- | 


ers, like Zurich gnomes, guard their clients’ wealth behind a ring 


of literal and figurative mountains. в 
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THE CARIBBEAN 


Running out of 
rich people 


| By Jonathan Burton in New York 
| he notorious Bermuda Triangle has claimed another vic- 
| | tim: significant amounts of capital have vanished from the 
| Caribbean. The pristine islands that bloomed with foreign 
cash during the 1980s are experiencing an unanticipated slow- 
| down in these more cautionary times. The problem is not the 
islands. 

Caribbean tax havens like Bermuda, the Bahamas and the Cay- 
; man Islands are still politically and economically stable. Laws 
| regarding taxation, confidentiality and foreign exchange controls 
; remain extremely liberal. The trouble is the rich. There are fewer 
| of them. The worldwide recession has made capital scarcer. 

While Caribbean private bankers and offshore financiers con- 
tinue to do a respectable business managing money and taxes for 
_ wealthy individuals and multinationals, the pace of activity — 
| and brokerage commissions — is off. And faced with unsettled 
| markets, money managers are being challenged to work harder 
| and more conservatively to preserve the value of their clients’ 
_ investments. Perhaps the most severe blow, however, is that many 
multinationals which once eagerly enlisted offshore entities for 
global investments are now being forced to keep precious assets 
at home. 

Nowhere is this more true than with the Japanese, who only a 
few years ago were able, if not eager, to acquire huge tracts of the 
US and western Europe. Japanese companies were gifted with a 
| powerful yen, roaring domestic stock and property markets, and 
low interest rates. Foreign equities and real estate, particularly in 
| the US, made obvious targets. 

Much of that investment was channelled through Caribbean 
| entities. The harrowing slide of Japanese equity and real estate 
values has imploded fortunes. Offshore funds are now flowing 
back to Japan to boost sagging corporate balance sheets. "There 
_ was a lot of entrepreneurial high-net worth capital flowing during 
the 1980s," says Richard Horodeck, a tax specialist with New York 
law firm Chadbourne & Parke. "That's all stopped now." 

In the first three quarters of 1992, Japanese investors sold a net 
| US$42 billion of US stocks, according to the Securities Industry 
Association. Observes Brian L. Kieran, president of Cayman-based 
; Dextra Bank & Trust Co. Ltd, "They're having to bring back the 
; money to prop-up reserves that have been depleted" because of 
| the decline in Japanese asset values. 

The impact of the Japanese downturn on the Caribbean havens 
| could have been worse had investors from other countries not 
| picked up some of the slack. European money has maintained а 
stable flow. The new rich of Mexico, Chile, Brazil and other South 
| American countries, riding a wave of broad economic and politi- 
cal reform, also have turned over some of their wealth to the 
relative safety of Caribbean jurisdictions. Asian deposits have re- 
| mained strong, with the exception of Japan, clear evidence of the 
| region's ability to shake off the recession and post impressive 
| economic growth. 
__ Greater interest has appeared from Malaysia, Singapore and 
| Indonesia. Hongkong’s lingering political uncertainty makes the 
_ Caribbean, notably Bermuda, an attractive alternative for Hong- 
_ kong companies and individuals. By shifting operations offshore, 
_ they would be protected if, for instance, China nationalised Hong- 
| kong private assets after 1997. 
2 Some of Hongkong's fear might turn to amazement now that 


18 FEBRUARY. 1993 


MORE THAN BANKERS, BUSINESS PARTNERS 





IT'S NICE TO HAVE A 
PRIVATE BANKER WHO ISN'T 
OPEN TO THE PUBLIC. 


Let's face it, all private bankers talk about personalized thinking up solutions. What’s more, they’ve been in Asia 
service, confidentiality and creative solutions. But most of for more than 130 years and fully understand the business 
them have so many clients, they can't possibly deliver. culture in the region. 

That's why I opted for Standard Chartered Equitor At the end of the day, what that means to me is better 
Group's private banking. wealth management. 

They take on just a few select Standard Chartered Equitor is the financial services division 


clients. So they can afford to spend of the Standard Chartered Bank Group, 


LJ 
more time scrutinizing my problems and Equitor Group offering Private Banking Services. 











Caribbean regulations 





Taxes None None 


& PRIVATE BANKS. 


mendous growth of the 1980s fooled even 
the smart money. “People never thought 
there would be a downturn,” he says. Now, 
Kieran explains, “all the accepted criteria 
for developing a structured and diversified 
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China itself, speeding along in its transition from Mao to a market 
economy, has quietly begun using the Caribbean to facilitate some 
of its international investments. The Bank of China opened a 
branch in the Caymans last October, hiring local staff and sending 
one of its executives from New York to take charge. 

Caribbean bankers and fund managers believe this branch of 
the Chinese state bank apparently is taking deposits from its over- 
seas operations and managing internal funds from the Caymans. 
One banker says this indicates a growing sophistication on the 
part of the Chinese. "If they wish to participate in the world 
economy, then they must take advantage of the benefits," he ex- 
plains. China in fact seems nicely positioned to become a deep 
well of capital for the Caribbean. 

Two recent Chinese forays into the global equity markets — 
the acquisition of a Peruvian mining company and the listing of 
Bermuda-incorporated Brilliance China Automotive Holdings on 
the New York Stock Exchange — show that China increasingly is 
able to compete in the big leagues. The Brilliance China deal raised 
US$80 million for the maker of mini-buses and utility vehicles, 
money returned to China through the Bermuda entity. Caribbean 
bankers and fund managers expect that other Chinese interests to 
run corporate — and personal — investments through Caribbean 
havens as China's rapid modernisation continues. 





In looking to the Caribbean as a bulwark for capital preserva- | 
“SWITZERLAND 
vestors in developing and volatile countries. By that measure | 


tion and growth, China is following standard practice among in- 


alone, the instability of the post-Cold War era ought to have 
boosted worldwide demand for Caribbean havens. Perhaps one 


reason it has not is that more countries are embracing democrati- | 
cally inspired political and economic structures. Governments аге | 
giving their citizens trustworthy reasons to keep money at home. | 


out, money in 


of flight capital to the Caribbean, though closer havens in Luxem- | 


bourg and the Channel Islands could benefit. In the near future, | 
however, Caribbean bankers expect at least some of that money to | By Чәтев.Ваппо!отеу 


One notable exception is Eastern Europe and the former Soviet 
Union. The break-up of these countries has not unleashed a flood 


filter into their domain. Says a counsel to a leading Caribbean | 
money manager, "I haven't heard that we're getting a lot of | 
wealthy Hungarians coming down here, but that might happen in | 
| bership of the EC. This decision has made it less likely that Swit- 
The Caribbean has long had a reputation for being a secretive 
place where money is welcome and questions are not. This tar- | 
nished image is being cleaned up with diligent enforcement of | 


the future. It's probably going to grow as entrepreneurs develop." 


laws and regulations. Peter Larder, a managing director of CIBC 
Bank & Trust Co. (Cayman) Ltd, the Cayman subsidiary of the 
Canadian Imperial Bank of Commerce, notes that though confi- 


dentiality is still paramount, money from illicit activity is not the | 


kind of business anyone wants. "Affairs should be a matter of 
privacy between our clients and the bank," he adds. "The empha- 
sis here is on privacy, rather than secrecy." 


pilot the smart money are working with a 
three-tiered, conservative, investment 
strategy focused on blue-chip US and 
European stocks, investment-grade bonds 
and currency hedges. Kieran especially 
favours utility, telephone and service com- 
panies, in addition to longer-term corporate bonds with higher 
yields. "Clients," he advises, "should not be looking for short- 
term significant gains. They should adopt a two- to three-year 
perspective and live with some of the ups and downs in the 
market." 

Rather than hold shares in a Caribbean offshore company, an 
investor could participate in an offshore mutual fund, relying on a 
manager based in the fund's domicile to handle investments. This 
is perhaps the simplest way for non-US residents to deposit money 
in these havens. Unlike mutual funds, unit trusts have no mini- 
mum capital requirements. The tax advantages from an offshore 
fund are exactly as if the investor were self-incorporated. Any 
profits and dividends accrue tax-free until they are repatriated. 

Like most service industries caught by the global recession, the 
Caribbean havens are trying nowadays to keep an aura of opti- 
mism about the future. "The general wisdom is that a recovery is 
starting in the US and in Europe," an adviser to a prominent 
money manager contends. "People are going to make selective 
investments in equities. They're going to be casting a nervous eye 
at currency markets. There's a sense that things have bottomed 


None 


-and are starting to turn up. Whenever that happens, the smart 


money moves in." ы 





EC membership 


he major event over the past 12 months in Switzerland has 
been rejection, in a referendum, of membership of the Eu- 
ropean Economic Area (EEA) — a half-way house to mem- 


zerland will now proceed to full membership of the EC — even 
though the issue is far from dead. 
Rejection of the EEA has probably had a beneficial effect, on 


| balance, on Switzerland's financial services industry. As long as 


Bankers are working harder to maintain not just clients’ pri- | 


vacy, but profits. Caution seems in order across the board. 
Dextra Bank's Kieran, who until December was chairman of 
Hongkong Bank International Trustee Ltd., recalls how the tre- 
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the country remains outside the EC, it is more likely to retain the 
distinctive tax and secrecy laws which have helped make it pre- 
eminent among offshore financial centres. 

Another favourable development for Switzerland has been the 
turmoil within the European Exchange Rate Mechanism (ERM) 
which has caused — according to a Swiss Government official — 
"huge sums" to be transferred into Swiss accounts in the months 


| since September last year. France in particular has been a source 
_ of large transfers as its citizens have opted to exchange their own 
' currency for that of Switzerland. 
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The Gateway of India, Bombay, early 20th century 


The Trans-Siberian Railroad expands contact between 
Russia and the East. 


Sven Hedin of Sweden explores the remote corners of Tibet. 
Rudyard Kipling completes The Jungle Book. 


Bank of Tokyo opens its first 
office in Asia. 


The 1890s were milestone years for travel, learning 
and the arts. 

They also marked a new chapter in international 
trade — thanks, in part, to the timely opening of Bank of 
Tokyo's office in Bombay in 1894. 

Bank of Tokyo has been serving companies with a 
global orientation ever since. 

In the process, Asia turned into an economic 
powerhouse. Our clients grew. And we grew with them to 
become one of the region's most trusted financial institutions. 

Today, Bank of Tokyo has 42 offices in Asia alone — 
including the only Japanese banking presence in Manila, 


Jakarta, Kuala Lumpur and Karachi — and a key role 


everywhere in promoting business, the capital markets, and 
regional development. 

For proven skills in international markets, look to 
Bank of Tokyo. 

Our world of experience is at your service. 


(% BANK OF TOKYO 


Overseas Division, Tokyo (03)3245-9407 ASEAN Desh, Tokyo (03)3245-9557 


Network in Asia: Karachi, New Delhi, Bombay, Calcutta, Bangkok, Kuala Lumpur, Singapore, Jakarta, Surabaya, Bandung, Manila, 
Hong Kong, Kowloon, Shenzhen, Seoul, Busan, Dhaka, Beijing, Shanghai, Guangzhou, Dalian, Taipei, Nanjing 
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This is merely the latest example of Switzerland gaining from 
other people's problems. Previously it had benefited from a rush 
of funds from the Middle East during the Gulf War. In this sense 
Switzerland remains a barometer of the world's misery in the way 
that used to be true of the gold price. 

That is also why the prospects for Switzerland as a financial 
centre over the next few years are particularly good. Many of its 
neighbours are getting into considerable difficulties — especially 
in relation to their public finances. Budget deficits around Europe 
are soaring. For Germany, Italy and Britain their national debts 
are becoming so large that taxation is likely to increase in the 
medium term. Since Switzerland is used by residents of all these 
countries for tax avoidance and tax evasion, it can look forward to 
some good years. 

There is even a return to that familiar old Swiss smugness as 
the rest of the world descends into turmoil. For a few years, Swiss 
complacency about its own superiority was shaken by untypically 
high inflation and several high-profile financial scandals — not to 


mention well-publicised drug-taking problems in Zurich. Switzer- | 


land was also conscious that it was losing market share to some 
other centres — notably Luxembourg, which offers more aggres- 
sive tax concessions. Many Swiss banks these days operate 
through Luxembourg in order to make sure they do not lose busi- 
ness, even if they operate in a different country. 

But now Switzerland has conquered its inflation blip and has 
shown a determination to retain its position as the premier off- 
shore financial centre of the world. 

On 27 September 1992, the Swiss electorate agreed in a referen- 
dum to abolish stamp duty on share and bond transactions. The 
duties repealed were those on money market transactions, mutual 
fund certificates, trading po- 
sitions of securities dealers 
and trading of foreign securi- 
ties by foreign investors. Fur- 
thermore, mutual fund legis- 
lation is to be reformed and 
brought into line with regula- 
tions prevailing in Luxem- 
bourg. These measures, so it 
is claimed, have immediately 
helped to bring back lost 
business. 

The succession of in- 
ternational scandals which 
damaged Switzerland's repu- 
tation in the recent past 
meant international pressure 
to conform to the foreign 
norms in laws of bank 
secrecy. But that pressure 
now appears to have eased. 
One reason is that the run of 
scandals seems to have come 
to an end and the well known 
ones — like the missing Marcos millions — now seem like ancient 
history. Another reason is that Swiss law has made some con- 
cessions — such as the change to treating insider dealing as a 
crime. 

One change Switzerland is unlikely to make is to outlaw tax 
evasion. It is the lack of such a law which makes it difficult for 
foreign governments to investigate tax evasion when it is done 
through Switzerland. This is undoubtedly one of the key attrac- 
tions of Switzerland as a financial centre. 

Switzerland does not have the extreme tax advantages of some 





Switzerland is anxious to regain its dominance. 


JAPAN 


Private banks 
face uphill task 


By Anthony Rowley in Tokyo 


ntil the collapse of its "bubble economy," Japan had the 
| | world's biggest stockmarket іп value terms, the most valu- 

able real estate anywhere and the largest international fi- 
nancial assets of any country. It also had an estimated 25 to 50 of 
the world's richest people. 

Yet private banking-financial services for the wealthy indi- 
vidual — made relatively little headway in Japan even during 
those golden days. Now that a very large slice of the nation's 
financial wealth has evaporated, private banking faces an even 
more uphill task. “Тарап has no history of private banking," says 
Tatsuo Kubota, an executive of Citibank Private Bank, which is 
striving to alter Japanese tradition in this respect. Douglas Hardy, 
vice-president for private banking at Swiss Bank Corp. (SBC) in 
Tokyo agrees, meanwhile, that “there has not been much penetra- 
tion by private banking in Japan." 

A mixture of historical and cultural factors are behind this. The 
ravages of World War II and the subsequent dissolution of the 
zaibatsu business groups deprived Japan of its old capitalist classes 
and it took three decades or more for Japan 
to re-establish its national wealth. When it 
did, the wealth was concentrated largely in 
the hands of Japanese multinational corpo- 
rations or of individual entrepreneurs. Nei- 
ther group was a natural target for private 
bankers. When the bubble economy came 
along in the latter half of the 1980s wealth 
was generated through an astronomical 
rise in domestic asset values. 

Japanese individuals — as distinct from 
investment institutions which did diversify 
their portfolios internationally — showed 
little inclination to liquidate holdings of 
Japanese stocks or land and invest offshore. 
They continued to display their traditional 
reticence over investing in non-yen assets. 

Despite this unpropitious environment, 
a surprisingly large number of foreign in- 
stitutions — the usual "cartel" of interna- 
tional banks, as an executive of one of them 
puts it — are present in Tokyo chasing pri- 
vate banking business. 

Among the more aggressive American 
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| players are Citicorp and J. P. Morgan as well as Merrill Lynch. 


other countries. In fact it has no single outstanding attraction as an | 


offshore centre. The key to its success is having a combination of | 


various advantages: stable politics, an economy of substance, a 
pleasant location at the heart of Europe, long financial experience, 
relatively low taxes and bank secrecy. " 
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Bank of America, too, is reportedly planning a private-banking 
operation in Tokyo and the British private bank Coutts already has 
a presence. There are few Japanese players in the market, with the 
exception of specialist firms like International Investment Bank. 
The various nationalities of bank involved each has a different 


| approach to private banking in Japan. The Swiss banks have tra- 


ditionally been happy to offer private banking services alongside 
corporate banking — a kind of universal banking approach — 
whereas the Americans rigidly separate the two. 

Their target clients are different too. Vittorio Volpi of Bst — a 
veteran in Tokyo — says his bank goes in for "classic, Swiss-style 
private banking" for people with money (between Y100-200 mil- 
lion [US$813,000-1.6 million] of disposable income) who are con- 
cerned with "conserving their wealth." 
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“We do not emphasise returns,” says Volpi. "We leave that to 
the more aggressive players.” Citibank with a staff of more than 
100 professionals dedicated to spreading the gospel of US-style 
private banking throughout Japan, could be counted among these 
more aggressive players. SBC, whose full-time private banking spe- 
cialist in Tokyo (Hardy) is an American, is somewhere between 
the two approaches. 

All the players include some of the more affluent among the 
expatriate community in Japan among their private banking cli- 
ents. Signing them up is a matter of preaching to the converted 
but finding Japanese clients is a different matter. "The Japanese 
market isa tough nut to crack for many reasons," says Bsi's Volpi. 

One of these reasons is that the Japanese do not like paying 
fees for investment advice, as distinct from paying commissions 
to brokers or agents when they buy stocks or real estate. Takuma 
Amano, chairman of International Investment Bank, says it will 
be another. five or 10 years before Japanese nationals demand 
"genuine, non-biased advice" — and are prepared to pay for it. 

The only type of advice they are happy to pay for is on avoid- 
ing Japanese taxation. But private bankers need to steer a careful 
course in providing such advice. "In Japan, legal ways of reduc- 
ing taxes on individuals are rather limited," says Amano. This is 
partly because of the ^rigid control" exercised by the National Tax 
Office over the interpretation of tax codes. 

Japanese {ах laws are "onerous" but they did not have much 
impact until 10 ог 15 years ago when a new class of wealthy 
entrepreneurs began to emerge, says SBC's Hardy. The marginal 
rate of income tax runs ир tó 50% and taxes are levied on a 
corporation or individual's worldwide income. 

Inheritance tax is a particular concern. Rates start at 10% and 
rise to 70% — with housing, land and business assets all being 
taxable. A gift tax which kicks in the 70% rate as low ав Y100 
million worth of assets made over by gift, compared with Y1 bil- 


lion of assets transferred upon death, ensures that there is no еаву .- 


way of escaping death duties. 

Yet another problem is that the Japanese Commercial Code | 
does not generally allow partnerships. This means individuals | 
cannot use the principle — by using a leasing agreement to estab- 
lish depreciation allowances for example — to offset losses in one 


area against profits in another. Likewise, tax returns in Japan have 
to be made on а company by company basis and cannot be con- | 
solidated. | 


“Avoiding tax is very risky," says a Japanese financial practi- | 
tioner. “It is very: hard to find ways to shelter income.” Private | 
^ bankers thus have to be very cautious about the propriety of tax | 
advice they provide to clients if they hope to stay in favour (which | 
they all do) with the all-powerful Japanese Finance Ministry which | 
regulates their activities. | 
Swiss banks still jealously guard the "confidentiality" they pro- | 
vide to clients through such means as numbered accounts. But | 
they say they are wary of accepting money generated in Japan's | 
surprisingly large "black" economy, which one senior govern- 
ment official suggested recently accounts for as much as 15% of | 
the country's СОР, The Swiss banks are especially sensitive to the | 
risks of accepting and “laundering” money generated through the 
activities of Japan's omnipresent yakuza (underworld) elements. | 
They need to bear in mind not only the Code de Diligence (code : 
of honour) drawn up recently by the Swiss Bankers Association 
but also Swiss criminal law which makes individual bank officers | 
personally liable for checking the origin of funds they handle. | 
Claims one Swiss banker in Tokyo. "If you are prepared to do | 
things on the edge of legality you can become a major player. | 
There is a big market if you are not too choosey about your cli- | 
ents." | 
Citibank's approach is different. "Most of the Swiss banks аге | 
dealing only with money going into Switzerland — only a frac- | 
tion of the things we deal with," says Kubota. "We deal with asset | 
management for individuals." Private banking is ^not just about | 
managing cross-border flows. It is about managing an individu- 
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al's entire balance sheet." 

Such concepts may be commonplace in a society like the US, 
where it is reckoned that around 1 million families require private 
banking services, but they are alien still to most Japanese. Never- 
theless, Citibank looks beyond its present private-banking client 
base of around 2,000 in Japan to a market which it says will ex- 
pand to 300,000 or even 500,000 in perhaps 20 years' time. 

This market will not evolve spontaneously: it requires a major 
educational process in order to bring it into being, the US bank 
believes. A principal objective is to get Japan's fast-growing entre- 
preneur class — which is nowadays generating "excess cash’ 
flows" — used to the idea of separating personal wealth from. 
corporate wealth, instead of simply ploughing it back їмо Ше 
business. One way of doing this is to encourage owners to make : 
their companies public. E 

The hope then is that these entrepreneurs will start behaving | 
more like international investors, diversifying some of their assets г. 
out of the yen and out of Japanese stocks or real estate — and _ 
maybe "buying a second home in Hawaii,” as Citibank's Kubota 
puts it. n 
A huge chunk of Japan's fabulous financial wealth generated 
during the bubble economy period has since dissolved virtually 
into thin air. The stockmarket crash, for example, has wiped somè- « 
thing like Y300 trillion or US$2.4 trillion off equity values, not to 
mention the huge (though still largely unrealised) losses in land 
and real-estate values. B 

How much of this is attributable to the personal sector as dis- 
tinct from the corporate sector is difficult to determine. Bsi's Volpi ` 
estimates that something like US$500 billion of personal wealth : 
has been taken out of the economy through asset deflation. It is’ 
difficult to gauge how this will affect demand for private banking : 
services in Japan, on top of all the other constraints limiting their. 
growth. L 





OFFSHORE 
COMPANIES 


FROM US$250 


More and more, the international 
businessman and the high net worth individual 
use offshore companies ~ and trusts ~ 
with an emphasis оп tax avoidance, ease of 
compliance. privacy and asset production. 
Our organisation has provided offshore services 
since 1977. Qur professional staff offer low cost 
incorporations: 


US$250 
US$325 
055500 
058500 
UK£195 
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HONGKONG 
BVI 
BAHAMAS 
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administrative and nominee facilities as required. 
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We also establish and administer offshore trusts. 
For immediate service and FREE brochure 
contact: 
SOVEREIGN TRUST 
INTERNATIONAL 
Suite 4006, 40/F, EIE Tower, Lippo Centre 
89 Queensway. Hongkong. 

Tel: (852) 868 2244 
Fax: (852) 868 5995 
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HONGKONG 


Gathering pool 
for Asia's funds 


By Henny Sender in Hongkong 
| vate banking; images of armoured cars greeting arriving 
aircraft; illicit gains illicitly transported across borders. In- 
deed, the very style of those who cater to these transactions con- 
tributes to the mystique. The role of private bankers consists of a 
mix of requirements: discretion balanced by stern declarations 
that the banks would never willingly abet the occasional dark 
underside of private banking — money laundering and capital 
flight. The very protests and denials serve only to add to the 
mystique. 

Nowhere is the drama of private banking greater than in Hong- 
kong these days. Economic growth in Asia has made Hongkong a 
gathering pool for funds that some estimate could be as much as 
US$200 billion. And those sums could grow markedly in the near 
future. Some say it is too soon to mine China for opportunities in 
private banking; that economic growth and liberalisation means 
the money can be better deployed within China than entrusted to 
the gloved hands of Hongkong’s private bankers. But others say 
that it is already happening. 

When the then Hong Kong Chinese Bank (now Lippo Bank) 
was considering taking over BCCI in Hongkong, for example, it 
sent out confirmation queries to apparent account holders. Slightly 
over 5% of the nominal recipients replied. Many suspect that the 
remaining 95% were using BCCI to channel funds out of China, 
through the Shenzhen branch, perhaps, and into Hongkong. 


here is always an element of drama when it comes to pri- 


“Who knows how many phony joint ventures there are in | : 
southern China," says one Swiss banker based in Peking, in an | By Anthony Rowley in Tokyo 


A 


allusion to one way of getting capital out of China. "Private bank- 
ing is already happening in the south." While major banks are not 
yet gearing up, this banker claims that a number of small invest- 
ment banks are already marketing their services there. 
Hongkong has always been the safe harbour for Chinese 





ware packages. "I don't buy from Wall Street," says one Hong- 
kong tycoon. “I may sell to Wall Street. 1 have my own network for 
information." 

Few entrust all their wealth to in-house managers but the 
competition helps keep both groups, those in-house and out, on 
their toes. It also ensures a diversity of views and allows for more 
specialisation. Hongkong clients tend to monitor their investments 
closely; inside information rather than the whispered assurances 
are what these clients seek. 

The competition in Hongkong is severe. There are more than 
30 Swiss banks in the territory. Despite the image carefully nur- 
tured by the Europeans, the Americans have had considerable 
success in the field, Chase's Murano claims. 

So far, Hongkong is more absorbed with the competition next 
door than the competition from the next island. Singapore has 
done its best to nurture a funds management business. Although it 
is not itself а source of funds, largely because the government 
scoops up so much of the savings, Singapore has acquired the 
nucleus of a funds management industry. Many say that while 
there are no explicit promises, the government will hand over, say, 
US$10 million, to any reputable firm that establishes an asset man- 
agement unit by way of inducement. And Indonesians channel 
money through Singapore first. So far, most of it still ends up in 
Hongkong. Whether that can remain the case after 1997 is hardly 
certain. But then both bankers and the capital are highly mobile. m 





OFFSHORE MARKETS 


Convenience 
store for banks. 


n offshore banking market complements fund manage- 
ment and private banking activities by providing a place 
to park funds free of withholding or other taxes and also 


| allows banks to accept funds without having to meet reserve re- 


money; in the past, though, it just came from everywhere but China | 


itself. Chase Manhattan Bank's Seiki Murano, the senior vice-presi- 
dent in charge of private banking, estimates that more than 90% of 
his. private banking clients in Asia are overseas Chinese. Those 
who send their money to Hongkong tend, predictably, to value 


more than willing to cater to that need. "We have incredible secu- 


They are so paranoid." 

Many of course have good reason to be so. Every time there is 
another kidnapping in the Philippines, for example, or an anti- 
Chinese editorial in the newspaper or a speech warning darkly of 
too much economic control that lies in the hands of non-natives, 
expect an increase in the funds shipped out of Manila. Or Jakarta. 
The number of families is not large, but the volumes are a bank- 
er's dream. 

Many of the wealthiest overseas Chinese families, in fact, are in 
the business. Families like the Chans of Hang Lung Development, 


(Bangkok Bank) have their own internal fund management and 
investment departments. They recruit off Wall Street and the City 
of London and give-their investment teams the latest trading soft- 
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quirements. 
Such activities thrive on freedom from regulation and often 


| evolve in parallel. This is not true of Japan, however, where bu- 
| reaucratic regulation has deterred fund management and private 
_ banking yet still allowed a substantial offshore banking market to 
| develop. 

confidentiality and security. The private bankers of Hongkong аге | 


In fact, since it was established just six years ago, the Japan 


_ Offshore Market (Ом) has overtaken Hongkong and other centres 
rity systems here," notes Paul Giles, executive vice-president of | 
Creditanstalt in Hongkong. "There are no names on any state- | 
ments. Just numbers. We hand deliver statements. Many clients | 
refuse to meet me in public places. We have lots of back doors. | 
; 055634 billion where it comfortably exceeded the US$502 billion 


to rank second in size in the world behind London. And the 
number of banks with offshore licences has grown to 204, of which 
116 are Japanese. 

By the end of 1991, the total asset balance of the JOM stood at 


external assets of Hongkong banks and was roughly double the 


; U5$300 billion assets of offshore banks [Asian Currency Units 


(ACU)] in Singapore. 
Until the end of 1990, the growth of the |ОМ was mainly attrib- 


| utable to a rise in foreign currency assets, which is what one 


would expect in what is essentially a segment of the global 


| Euromarkets. The currency composition was consistent, too, with 
_ the image of an offshore market as a place handling non-resident 
‚ deposits for on-lending to non-resident borrowers. 

or the Indonesian-Chinese Riadys of Lippo, or the Sophanpanichs | 





Since December 1990, however, the total foreign currency as- 


| sets of the JOM have declined from a peak of US$332 billion to 


US$230 billion by November 1992. This reflects the fact that Japan- 


' ese banks have pruned their interbank lending and borrowing 
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A powerful presence in Asian finance 


In four years Peregrine has become a highly respected 
financial advisor and a significant investor in its own right. 
Our keen eye for opportunities in Asia's capital markets and 
our ability to strike quickly and decisively is renowned. 
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sharply, both in the JOM and in other offshore markets, in order to 
comply with BIS capital adequacy ratios. 

Yet despite this sharp contraction in foreign currency assets, 
the overall size of the JOM has declined only marginally from the 
peak US$640 billion at the end of 1991 to around US$620 billion at 
the end of last year. 

Behind this has been a compensating growth in the JOM's yen- 
denominated assets, which since the end of 1990 have surged 
from US$273 billion to US$391 billion. This means that yen trans- 
actions now account for around 63% of the JOM total. A strength- 
ening of the yen against the US dollar during the period is only 
part of the reason for this. 


For non-residents to have been responsible for the rapid growth 
of yen transactions in the JOM would imply a greater degree of | 
yen internationalisation than has actually taken place. Less than | 
16% of Japan's imports are denominated in yen and fund raising | 


by non-residents in the Japanese capital markets has been on a 
declining trend since 1990. 


CHANNEL 


German tax 
lifts deposits 


By James Bartholomew 


ISLANDS 


ohn Roper, the top official at the Financial Services Commis- 
sion in Guernsey, had not expected an annus horribilis in 1992 
but, he says, it turned out to be an аппиз mirabilis. 
Foreign deposits in this, the second biggest of the offshore 
centres in the Channel Islands, are estimated to have risen by 


| about half last year. They started the year at US$25.4 billion, rose 


The expansion of yen transactions in the JOM appears to have | 


more to do with the activities of Japanese banks which are in 
effect using the offshore market as an alternative to the domestic 
yen interbank market, even though regulatory and tax-related con- 
cessions are supposed to be available only for transactions be- 
tween non-residents. 

A very limited amount of "seepage" is officially permitted be- 
tween the offshore and the domestic market and this is nominally 
controlled by onerous reporting requirements. But it seems clear 
that there is in reality greater porosity than the rules allow for, as 


to US$332 billion by the end of September and then surged on- 
wards to about US$37.5 billion by the end of the year. 

Part of the increase is due to the revaluation of international 
currencies in terms of sterling, but most is due to new deposits. 

Roper says it is hard to account for the speed of the growth. 
One factor, though, was the re-introduction of withholding tax in 
Germany which sent into exile a flood of money. Most of it is 
thought to have washed into Luxembourg, which is closer to Ger- 
many and a traditional outlet for German deposits. But some of it 


| certainly reached the Channel Islands. 


banks arbitrage between the JOM and the domestic interbank mar- | 
| established subsidiaries, including the British merchant bank, 


ket. 

“If you want to raise money to finance 
business in the domestic market you must 
do it in the domestic interbank market. You 
can only bring limited liquidity from the 
JOM into the domestic market,” says one 
Japanese banker. But almost in the same 
breath he adds that “there are ways around 
the regulations.” 

Bankers are not anxious to discuss these, 
but they have to do with the way in which 
Japanese banks can divert deposits taken 
in the JOM to overseas branches — in Hong- 
kong for example — and then transfer 
them back to Japan as inter-branch depos- 
its which are free of withholding tax and 
reserve requirements. 

The relatively benign official attitude 
toward such transactions suggests that 
Japanese authorities are no longer so wor- 
ried as they once were about perceived 
dangers of offshore transactions disrupting the domestic money 
supply. 

Even so, the JOM is far from achieving yet the near full integra- 
tion of domestic and offshore banking markets which London — 
where the size of the offshore market stands at more than US$1 
trillion — or Hongkong have attained. The JOM has more in com- 
mon with the more hermetically sealed New York International 
Banking Facility (ВЕ) and with Singapore’s ACU market. 


Tokyo cannot lay claim to being a true Euromarkets centre like | 
London in another way too. The underwriting and distribution of | 


Eurobonds and Euro-equities is prohibited in the JOM as it is in 
New York’s IBF, for the simple reason that banks are not permitted 
to do securities business in either centre. 

Liberalisation of Japanese banking and securities business 
planned for April 1993 suggests, however, that the JOM may even- 
tually be able to handle securities transactions, in a tax-friendly 
environment. If it is further developed, too, to cater for non-resi- 
dent individual deposits, its role as an adjunct to fund manage- 
ment and private banking in Japan would be enhanced. a 
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Channel Islands lift performance. 


Guernsey also succeeded in attracting a further six banks to 


Schroders and other banks from Germany 
and the Netherlands. 

Guernsey has certainly improved its 
position as a financial centre. “In the last 
six or seven years it has succeeded in com- 
ing out of the shadow of Jersey,” says Mr 
Roper. 

But Jersey remains the bigger of the two 
with about twice as much in deposits. It 
has also managed to steal a march over its 
near neighbour and rival by quickly set- 
ting up a new category of corporate status 
called the International Business Co. (IBC). 

An IBC is half way between a resident 
company and an exempt company. In Jer- 
sey such companies will pay tax at rates 
varying between 2-0.5% — the higher the 
profits, the lower the rate of tax. An initial 
sum of US$1,875 is payable to the authori- 
ties on application for this status. This 
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| money can be set against tax which may become due later. 





The new IBCs are currently a major fashion among offshore 
centres. The centres are competing to structure them in the best 
way. Guernsey is not far behind Jersey in creating its own version 
which will be available within a few months. 

The advantage of the new IBCs is that they can be considered to 
have a genuine tax location. They can therefore avoid taxation in 
other, less favourable, countries — which is not always the case 
for tax exempt companies. The tax rate on IBCs is small but based 
on the results of the company and not merely a nominal sum 
levied on all companies, regardless of size and profitability. The 
new IBC status is expected to attract a wide variety of companies 
from fund management to shipping and much else besides. 

In the field of fund management, there has been steady but not 
spectacular growth. Guernsey has seen funds under management 
rise from US$10 billion at the end of 1991 to US$11.5 billion at the 


| end of September. The number of funds has not changed very 
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much but as new ones have been established, smaller and older 
ones have been weeded out. п 
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Oasis for Asia's 
investors 


By Doug Tsuruoka 
_ ДЕ alavsia's offshore tax haven of Labuan Island appears to 
Бе an oasis of calm amid the erosive forces which are 

ДҮН driving other offshore centres to preserve the value of 
their customers’ assets. 

‘= Labuan's newness — it was launched a little more than two 
years ago by an act of Malaysia's parliament — and the relative 
stability of the ringgit since late last year are among, the chief 
reasons for its stability. The island, which lies about 10 kilometres 
off the northwest tip of Sabah in East Malaysia, faces the oil-rich 
kingdom of Brunei and is close to customers in other buoyant 





Southeast Asian economies — a geographic trump card which is © 


expected to offset any softening of interest from recession-hit na- 
tions like Japan and the US. 


Infrastructure remains a key concern on the heavily jungled | 
island, which the Malaysian Government is also promoting as а | 


major tourist attraction; But, to date, eight banks and 80 offshore | 


companies һауе set up shop on the 92 square kilometre former | 


naval coaling station. The banks include eight domestic and three | 
foreign institutions — the HongkongBank, Standard Chartered | 


and Mitsubishi Bank. 

This noticeable turnout has been helped by the Malaysian Gov- 
ernment’s promise to spend US$135 million on infrastructure im- 
provements on the island over the next five years. While the score- 
сага is short of the several hundred institutions needed for a typi- 


cal offshore investment centre — the numbers are bullish insofar | 
as most competing tax havens require a minimum of 10-20 years | 


to reach maturity. 


_ Official statistics on the rate of investment are sketchy. But | 
towards the end of 1992, central bank sources estimated that | 
Labuan’s then seven licensed banks had posted a total of US$500 - 
million in offshore deposits, followed by another US$500 million | 


in offshore loans. 


Exactly why so much money has been poured into Labuan in | 


its infancy is the cause of a lot of speculation. If anything, it owes 
much to an impression that incentives for foreign investors will be 


expanded further — giving an advantage to those who take the | 
trouble to land on Labuan early. Stiff secrecy guarantees for cus- | 
tomers and an absence, so far, of any scandals have also enhanced | 


Labuan's credibility with investors. 


Labuan's tax incentives are on a par with those available in | 


other Asian offshore centres. An offshore company may elect to | 


pay a reduced tax rate of 3% on its declared profits, or a flat rate of 


M$20,000 (US$8,000). Income from non-trading activities such as | 
investment holdings in securities and immovable properties are | 
not taxed. Interest and royalties received from offshore companies | 
are also exempt. Labuan also waives the 20% withholding tax on | 
Malaysian corporations if they raise their offshore loans in Labuan. | 
Separate incentives are offered for offshore banking, trust and | 


insurance activities and the authorities have recently streamlined 
a number of administrative and personnel requirements to make 
it easier for approved institutions to do business on the island. 

While the presence of only one Japanese bank is cited as proof 
of a lack of foreign interest in Labuan — others from among the 
13 Japanese banks which have representative offices in Kuala 
Lumpur are known to be jockeying for approval. 

Japanese interest is seen as heartening in view of the cutbacks 


which Japan's financial institutions are making elsewhere in Asia. | 
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However, flows of Japanese funds to Labuan and the rest of Ma- : 
laysia have slowed perceptibly over the past 12 months. E 
Other foreign banks who have stated an interest in Labuan 
include the Banque Nationale de Paris among others in Europe 
and several from the US — despite the fact that recession in these 
countries should have tended to reduce interest in all offshore 
centres. "We have become more attractive now that the conditions 
in these countries have turned so soft," a central bank official said. 
Labuan's less than aggressive stance towards other offshore 
centres, however, is sowing confusion and may have to be more 
clearly defined in the future. Both Prime Minister Datuk Seri Ma- 
hathir Mohamad and Finance Minister Datuk Seri Anwar Ibrahim 
have stressed that Labuan is not intended to compete with Singa- 


pore or even Hongkong — arguing that there is still enough room. 


to cater to the offshore needs of fast-growing economies in the. 
region. LEA 
But Labuan’s very existence underscores the fact that competi- 
tion will eventually intensify between Labuan and some of its _ 
offshore neighbours. One sign of this are efforts by Thailand to. 
woo at least six major Japanese banks to participate in the new | 
Bangkok International Banking Facilities arrangement — a move. _ 
which the Malaysians are monitoring very carefully. "o 
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China’s airlines are struggling to modernise as rapidly as they expand. 


AVIATION 





‘Troubled take-off 


Chinese aviation is booming. Demand has soared, the state airline has 
been broken up and private operators are entering the market. But some 
‘wonder if the industry is expanding too fast for its own good. 


By Michael Westlake in Shanghai 
ivil aviation in China is not what it 
used to be, luckily. Virtually any- 
one who flew on what was once 
the country’s only carrier, the 

state-run Civil Aviation Authority of China 

(CAAC), in the 1970s and 1980s has his own 

horror story. CAAC’s poor safety record and 

apparent neglect for passenger welfare 
spawned its own black humour. CAAC it- 
self became a tongue-in-cheek acronym for 

“China’s aircraft always crash.” 

China likes to think it has put those 
days behind it. The government has dis- 
mantled CAAC and is allowing the start-up 
of private carriers, prompting a gold rush 
of sorts to meet an insatiable demand for 
air services. It is also upgrading air-traffic 


control and navigation equipment, is ex- 
panding old airports and building new 
ones, and has set up two major mainte- 
nance centres. 

But some suspect the industry has 
grown too quickly. Indeed, the backlash 
from a rash of accidents last year has tar- 
nished what had been a growing reputa- 
tion for air safety in China. It has also given 
renewed urgency to the need to modernise 
the industry, even with foreign help. Many 
expect the government to curb growth in 
air services in order to regulate and super- 
vise the industry properly. 

Last year's five accidents were a severe 


Flying starts — p.54 
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embarrassment to China's aviation authori- 
ties. Occurring within a four-month period, 
they killed 300 people, a fifth of the world's 
passenger fatalities in 1992. (The global fig- 
ure, which averaged 1,063 annually in the 
1980s and rose only marginally in 1991, 
surged to 1,422 in 1992.) Western plane 
manufacturers and airline sources in China 
privately express concern that booming 
services will exacerbate the shortage of ex- 
perienced personnel, undermining safety 
and boosting those numbers. 

William Burke, managing director of 
US-based aviation consultant Avmark 
Inc.’s Hongkong office, says there is a 
shortage of expertise in aviation, as in 
many of China's industries, because of the 
economy's rapid expansion, ^which is al- 
most out of control." 

"Aviation needs to be carefully looked 
at because, with the state of the rest of 
China's infrastructure, aviation is the criti- 
cal transport industry right now," he says. 

In its days as a monopoly, CAAC dou- 
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bled as the regulatory authority for all of 
China's commercial aviation, from passen- 
ger airlines to crop-spraying and mapping 
surveys. Service was appalling, using a 
combination of Soviet-built and Soviet- 
designed / Chinese-built aircraft of low 
reliability on routes with poor navigation 
aids between airports barely worthy of the 
name. Because air services were expensive 
relative to domestic wages, public demand 
was low — and in any case, as a state-run 
utility CAAC had no profit motive. 

Since 1985, however, the government 
has been dismantling CAAC into seven 
semi-autonomous regional units (and some 
specialised companies) while allowing 
local governments a degree of "private 
enterprise" in setting up their own carriers. 
With the break-up and the acquisition of 
modern aircraft, the authorities signalled 
that China wanted world-class airline op- 
erations — and as soon as possible. The 
entire industry — from manufacturing to 
airline operations — took to studying how 
the outside world ran aviation. China has 
received about 150 Western-designed 
transports since 1972, more than 30 of them 
in 1992 alone. 

But the new approach has generated a 
plethora of newcomers that makes over- 
sight difficult. Apart from the seven former 
CAAC components, there were officially 
another 17 airlines by October 1992, and 
another 10 are said to have started just in 
the last three months of 1992. Some of these 
are allied to CAAC or its successors; others 
have no such links. 

Owning an airline has become a status 
symbol for provincial governments, large 
towns and business groups. With growing 
personal wealth making fares affordable, 
domestic and regional tourism is burgeon- 
ing. Kilometres flown by paying passen- 
gers soared to 30 million in 1991 from just 
under 15 million in 1986. The government- 
run China Travel Service is happy to sell 
seats for these carriers — old or new, state- 
run or private. 

But last year's rash of accidents sent a 
ripple of fear through the domestic indus- 
try, in part because it threatened the hard- 
earned perception in the outside world that 
China was improving its air services. 

In Nanjing on 31 July, an overloaded 
Soviet-built tri-jet Yak42 failed to become 
properly airborne. It overran the runway 
while trying to stop, killing 106 of the 116 
people aboard. The operator was China 
General Aviation Corp., formerly a CAAC 
unit in Peking that conducted aerial sur- 
veys and utility trips and later went into 
the passenger business. 

The same carrier owned a Soviet-made 
helicopter that crashed on 11 August while 
flying tourists near the Great Wall, killing 
15 people. The helicopter was operated by 
Peking United Aviation Tourism Co., a 
joint venture between China General Avia- 
tion and Handan Helicopter Co. 
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On 8 October, an old piston-engined, 
Soviet-built Ilyushin 114 crashed while try- 
ing to return to Lanzhou after an engine 
failure, killing 14 of its 35 passengers. The 
operator, Wuhan Airlines, is closely related 
to the aviation arm of the People's Libera- 
tion Army, which does not seem to fall 
within CAAC's purview. (The military's 
main passenger airline is China United Air- 
ways, which, like its siblings, has no mod- 
ern Western aircraft.) 

On 8 November a military helicopter 
subcontracted to drop commercial samples 
over a city in Yuanyang, Henan province, 
hit a building and crashed into the street 
below, killing 33 pedestrians. Most of these 
accidents can be attributed in one way or 
another to poor equipment or to operators 
and crews working outside their normal 
environments. 

But not all. The crash which caused the 
most alarm was that of a China Southern 
Airlines Boeing 737-300 on 24 November 
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near Guilin, in which all 141 people aboard 
died. Canton-based China Southern, after 
Peking-based Air China, is the second- 
largest of the former CAAC regional units, 
Its fleet of 58 airliners includes only eight 
older Soviet or Chinese-built turboprops; 
the 737 which crashed was about a year 
old. Foreigners rate the airline highly, and 
the pilot was said to be one of the best in 
the company. 

The cause of the crash is still unknown. 
A source close to Boeing's investigators 
said some sections of the "black box" tape 
are missing. Some fear Chinese officials 
are trying to avoid blaming the pilots, a 
verdict that would damage the airline's 
reputation more than an unsolved mys- 
tery. 

Pilot error would, naturally, free the 
manufacturer from blame. But there was 
also a report in Flight International that the 
existing tape shows one engine with se- 
vere vibration and the aircraft flying on its 


, side, implying a loss of control for reasons 


yet to be established. So far, however, it 


2 remains impossible to blame any of the ` 


parties involved in building, operating or 
maintaining the aircraft. 

Perhaps the crash's main impact was on 
industry morale. Some airlines are fast 
seeking foreign expertise, but for now even 
China's established carriers are acutely : 
aware that their rapid expansion has, al- 
ready stretched aircrew resources too thin. 
The proliferation of new airlines has cre- 
ated more senior positions than there are 
qualified people to fill them. Some pilots 
barely adequate as first officers have been 
promoted to captain. 

Many foreign observers believe China 
will ultimately have to hire foreign crews, 
a major expense in China's terms. Some 
carriers already rely on foreign help, and 
plan to use more. Shanghai Airlines trains 
its cabin staff in Singapore and its pilots in 
the US. Its engineers receive training in 
both. 

In a plan not yet fully detailed, six new 
Shanghai Airlines pilots from Chengdu are 
expected to go for further training in the 
US this year. The carrier hopes that they 
can then work in the US as junior pilots 
with small airlines to give them valuable 
experience — something Taiwan's China 
Airlines is already doing in the US. The 
idea, says the official, came from Boeing as 
a way of helping Shanghai Airlines to "sea- 
son" its new pilots before they are 
launched into China's more primitive avia- 
tion environment. 

Xinjiang Airlines, one of CAAC's off- 
spring, has leased two Uzbekistan Airlines 
П86 four-engined jets and crews. (Profits 
are reportedly about US$36,000 for an 
Urumgi-Peking trip, after all expenses and 
fees.) With other former Soviet airlines ap- 
parently unable to profit at home and 
China in need of carriers, this kind of ar- 
rangement seems likely to spread. ы 
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Flying starts 


he break-up of CAAC has generated 
| three distinct carrier groups in 
China. The first comprises CAAC's 
seven major spinoffs, which are increas- 
ingly autonomous in establishing their 
identity, choosing aircraft types and dis- 
tributing profits. The second group con- 
tains subsidiaries and joint ventures of the 
seven, and the third includes almost every- 
thing else — airlines with no direct CAAC 
financial or management input. 

China Eastern Airlines (CEA) typifies the 
first group. CEA is one of China’s three 
major international carriers (the others are 
Air China in Peking and China Southern 
Airlines in Canton). All three have large 
domestic networks too. Though CEA’s do- 


mestic fares are reputedly very low, load 


factors of about 90% have produced a 
surge in revenues. CEA’s jumped about 19% 
in 1992, says president Wang Lian. 

Wang refuses to give a profit figure, 


Demand for air travel is soaring in China 
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saying CEA's accounting methods make 
Western concepts of profit meaningless in 
China. By CAAC methods, he says, CEA is 
China's "most efficient" airline. 

CEA is settling on two main manufac- 
turers — Europe's Airbus Industrie and the 
US' McDonnell Douglas. Its 60-plane fleet 
now includes 24 of their types. But some of 
its earlier purchases of foreign aircraft 
proved unsuited to China's market, which 
calls mostly for larger, long-haul craft. Four 
small turboprop Shorts SD360s are to be 
taken out of passenger service and used 
only for aircrew training, while three Brit- 
ish Aerospace ВАе146-1005 are to be 
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handed back to the manufacturer for dis- 
posal outside China. 

CEA's overseas routes run eastwards 
from Shanghai to several Japanese cities 
and to Seattle, Los Angeles and — for 
cargo only — Chicago. Its routes also ex- 
tend westwards via Peking to Bahrain and 
Brussels. The Brussels route will probably 
be extended to Madrid this year. While its 
CAAC connections can have advantages, 
CEA is also exposed to the vagaries of Pek- 
ing's foreign policy — a CEA official said he 
could see no commercial value in the Ma- 
drid route, which he believes was needed 
for diplomatic reasons. 

Wang, who is qualified as a captain on 
the long-range MD11, of which CEA now 
has five, said shortages of aircrew and en- 
gineering staff are major problems. He 
does not expect CEA to start its own flying- 
school to supplement CAAC's official school 
in Chengdu, which produces about 80 pi- 
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lots a year. But, he said, CEA will intensify 
training of existing pilots, as a safety meas- 
ure. He said CEA would also like to invite 
foreign aviation staff — not as pilots but as 
advisers, mostly to help with policy deci- 
sions but also to pass on their experience. 

Wang sees no difference between Chi- 
nese and Western approaches to aviation 
safety. "We put safety above everything," 
he says. As a pilot, “you must remember 
in airliners there are several hundred peo- 
ple behind you." 

Shanghai Airlines pioneered what has 
become the third group, the closest things 
to private-sector carriers in China. Set up 
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in 1985, the carrier is owned 74% by the 
Shanghai municipal government and 26% 
by a local cooperative enterprise. Starting 
operations with three elderly Boeing 7075, 
it posted losses for its first five years. Now, 
with a fleet of three new Boeing 7575, busi- 
ness is booming. In 1991 it posted operat- 
ing profit of Rmb 11.5 million (US$2.1 mil- 
lion) on revenue of Rmb 236.1 million. 

Shanghai Airlines' routes are deter- 
mined by market demand rather than 
^public utility." It chooses aircraft accord- 
ing to its own financial analysis. The other 
two groups of airlines, says the official, 
have aircraft types allocated to them — 
though this is now changing. 

But while Shanghai Airlines’ develop- 
ment is entirely market-driven, CAAC still 
sets its aircrew and engineering qualifica- 
tions and the standards of its flight opera- 
tions. The government also sets fares, leav- 


ing quality of service as the only room for | 
competition among carriers. That is why | 


Shanghai Airlines relies on foreign help. It 
sends cabin staff to Singapore Airlines for 
training, and its pilots to Boeing, in the US, 
for recurrent training. Engineers are trained 
in Singapore for 707s, and in the US by 
Boeing for 7575. 

By the year 2000 the carrier expects to 
have another 15 aircraft — five more 757s 
and 10 larger 767s — probably acquired 
through a variety of finance-lease arrange- 
ments. 

The airline now accounts for about 1,000 
of the 3,000 total staff in a company with 
interests in hotels, helicopters serving off- 
shore oil exploration and air cargo. Of these 
staff, 30 are pilots — all with the rank of 
captain, though about half actually serve 
as first officers. 


The official said more pilots would be | 


needed after 1994 because new 757s will 
start arriving this year, but even the cur- 
rent shortage has forced the airline to go 
beyond recruiting from the military or 
Chengdu flying-school sources. The carrier 
is now paying to send high-school gradu- 
ates to Chengdu for four years. 

Despite having only 11 domestic routes 
and — so far — no foreign services, Shang- 
hai Airlines has achieved an excellent repu- 
tation among foreign sources canvassed by 
the REVIEW. Yet its advertising is minimal, 
partly because there is no real need for 
sales promotions. Load factors average 


85%, 90% in peak seasons and 100% usu- | 
ally between Shanghai and Peking. As a | 


small airline making small profits, the offi- 
cial said, the carrier prefers to rely on 
word-of-mouth advertising instead of 
spending money in the media. 

Such savings are important for a small 
firm struggling on its own in a highly com- 
petitive market. "If we lose money, we'll 
be bankrupt, says a company official. 
"That is different for the other two types. If 
they have losses, the central government 
will help them." m Michael Westlake 
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| By Peter Hannam in Ulan Bator 


mid groaning turbines and hissing 
| pipes, a team of trouble-shooters 

heaves on long wrenches to tighten 
one more leaking gasket. This is Ulan 
Bator's No. 4 power station, responsible for 
about two-thirds of the country's electri- 
city and most of the hot water that heats 
the capital's apartments. 

Mechanical failure is only one of the 
threats the plant faces, however. At the 
start of February, the station's coal reserves 
amounted to barely two days' supply. And 
that was twice as much as in the previous 
week. If the country's main coal mine at 
Baga Nuur breaks down, even that meagre 
stock will be threatened. 

Mongolians got their first scare on 17- 
19 January, when a conveyor belt feeding 









as. 
It's working — for now. 


coal to the boilers at the No. 4 power sta- 
tion collapsed, causing large parts of the 
capital to lose their heating. As tempera- 
tures outside dipped below -30°С at night, 
inside most homes, the mercury barely re- 
mained above freezing-point. Desperate to 
keep the boilers operating, plant managers 
eventually resorted to burning precious 
stocks of heavy fuel oil instead of coal. 
Thanks to a spell of milder weather, the 
crisis has since eased, and the government 
now predicts that the energy system can 
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Life on the brink 


Mongolians wonder how long the power will last 


make it through the bitter winter. “Barring 
accidents,” Deputy Prime Minister Choi- 
jilsurengiyn Purevdorj recently told foreign 
ambassadors, “Mongolia will meet all its 
energy demands.” 

Mongolians have survived similar 
emergencies in each of the past three win- 
ters. This time, extra coal-carrying rail wag- 
ons have arrived from Russia, as have 118 
tonnes of spare parts air-lifted from the US. 
The emergency deliveries have helped 
Mongolia’s mines expose enough coal to 
last the winter. But some foreigners are not 
reassured. “It sounds like all depends on a 
single cable not breaking at the main coal 
mine,” says one aid official. 

Moreover, an arrangement allowing 
Mongolia to draw power from the Irkutsk- 
Buryatia grid in Russia came unstuck on 5 
February, when the flow of Russian elec- 
tricity ceased, causing further blackouts. 
The Erdenet copper mine, which produces 
half of Mongolia’s exports, now shuts 
down for at least five hours a day. 

The consequences of a full power out- 
age are almost too harsh even for hardy 
Mongolians to contemplate. A breakdown 
of heating would freeze most water pipes 
within 12 hours. If this happens, more than 
100,000 people in the capital may be forced 
to leave their apartments for traditional 
yurts, the tent-like structures that are still 
home to about half of Ulan Bator’s popula- 
tion. Yurt-dwellers keep warm by burning 
coal, wood and dung. 

A total breakdown of electricity would 
also leave the country’s struggling econ- 
omy with a huge bill once the weather al- 
lows repairs to begin. These costs could 
easily run into tens of millions of dollars, a 
sum which Mongolia would be hard 
pressed to meet. The country has little hard 
currency and must make debt repayments 
of US$100 million this year. 

Nor would burst pipes be the only 
things to repair. The country’s power sta- 
tions already need overhauls. One analyst 
says the 480-MW No. 4 plant will be lucky 
to survive another five years. 

Despite this, the government has made 
no coherent projection of how to foot the 
bill. T. Jigjiddorj, chief of the Central En- 
ergy System, says the cost of repairing mi- 
nor power stations in Ulan Bator and 
Darkhan will be US$300 million alone. The 
No. 4 station, he adds, will require US$10 
million a year for basic maintenance. “If 
we can’t find the financial resources for 
both,” he says, “then in three or four years 
we might find our cities frozen.” 5 
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Double 
jeopardy 
China debates site 
of nuclear plant 








By Carl Goldstein in Hongkong 
ith the Daya Bay nuclear power 
W plant in China's Guangdong 
province set to start up by Octo- 
ber, Hongkong's 6 million residents have 
become increasingly worried about nuclear 
safety. Now their fears may double. 

If Peking has its way, as appears likely, 
two larger reactors will be added to the 
Daya Bay project, just 50 kilometres from 
the British colony. Guangdong officials, 
however, are pressing for the reactors to be 
located in an underdeveloped area about 
200 km from Hongkong. 

In addition to raising anxiety levels in 
Hongkong, the dispute is hobbling Guang- 
dong's efforts to provide electricity to 
meet the growing demand of its boom- 
ing manufacturing sector. The dispute 
is also a reminder of the problems fac- 
ing Peking in retaining control of inde- 
pendent-minded provinces. 

A year ago, Chinese officials said a 
decision on the site for a second nuclear 
power plant in Guangdong would be 
made by year-end. With that deadline 
missed, observers do not expect a deci- 
sion until March at the earliest. Some 
observers say it could come down to 
whether Premier Li Peng holds on to 
his job when the new National People's 
Congress opens in March. 

The Guangdong government is be- 
lieved to be pressing to build the plant in 
Yangjiang. But officials at China National 
Nuclear Corp., which manages the Daya 
Bay plant, oppose this plan. They want the 
reactors to be built at their facility. 

On one level, the dispute is about which 
site is more cost-effective. Adding two 
1,000-megawatt reactors in the Daya Bay 
plant, to go along with the two 900-MW 
units nearing completion, would save an 
estimated US$200-300 million. Facilities 
such as loading docks and roads would 
not have to be built from scratch, as would 
be necessary in Yangjiang. 

But the underdeveloped status of 
Yangjiang lends impetus to provincial offi- 
cials' arguments. They point out that build- 
ing the nuclear plant in the city would bol- 
ster industrial development in the area. 
Also, an over-concentration of capacity in 
one spot — as would be the case if four 
reactors are built at Daya Bay — raises the 


danger that equipment failure could dis- 
rupt the province's entire power grid. 

Li Peng, who was trained as an electri- 
cal engineer, is believed to favour the Daya | 
Bay solution. As vice-minister for energy 
in the early 1980s, Li was involved in the | 
talks with Framatome, Electricite de France 
and Hongkong utility China Light & 
Power, a 25% owner of the project, involv- 
ing the power station's construction. 

Li has visited the site twice since be- 
coming premier in 1987. If he retains his 
seat in March, as expected, the Daya Bay 
option would have to be considered the 
likely winner. Still, officials in Canton, 
Guangdong's capital, are hoping that the 
chequebook will win against political mus- 
cle. The US$4-5 billion plant will be paid 
for largely by provincial funds. 

The Canton-Peking tussle is not the 
only one affecting the future of the new 
reactors. Another is the diplomatic spat 
between Paris and Peking about the French 
decision to sell Mirage fighter jets to Tai- 
wan. 


had a virtual monopoly in China's nuclear 
power programme. Framatome and 


Daya Bay, were the frontrunners to nab the 


Provincial power 


HONGKONG 
100km 





design and supply contract for the second 
Guangdong plant. 

Now, the French companies must 
worry about whether Peking will punish 
Paris further by awarding the contract to 
rival bidders. In January, Peking ordered 
Paris to close its Canton consulate and said 
French companies would not be permitted 
to help build the city’s metro system. 


The diplomatic dispute has not affected | 


existing contracts. Under a contract signed 
in June 1992, Framatone and Electricite de 
France are helping to design two 600-MW 


plant, 125 km south of Shanghai. The 300- 
MW experimental reactor at the Qinshan 
plant, China's first nuclear power station, 
is based mainly on Chinese design 


plant, which began operating last year, 
have kept its output at low levels, and Pe- 
king is aware that China needs greater for- 
eign input in the task of designing and 
building larger-scale units. п 
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COMPANIES 


A challenge 
confronted 


|. New Zealand's Fletcher 


nears asset-sales goal 





By Colin James in Wellington 


К 





esources conglomerate Fletcher 
Challenge is nearing its target of 
NZ$2.6 billion (US$1.3 billion) of 


| asset sales announced in August. On 5 Feb- 


ruary, the New Zealand-based company 
said it had agreed to merge its wholly 
owned methanol subsidiary into Methanex 
Corp. of Canada in return for a 47% stake 
in the enlarged company and NZ$480 mil- 


| lion in cash. 
Before the squabble, French companies | 


The proceeds from the merger of 
Fletcher Challenge Methanol, the world's 


| largest methanol producer, and Methanex 
Electricite de France, which are building | 


raises total proceeds from asset sales by 
Fletcher Challenge in the past six months 
to NZ$1.9 billion. 

In August, Fletcher Challenge chief ex- 
ecutive Hugh Fletcher said the group 
wanted to sell assets in order to reduce 
debt. The move came after the company, 
which has extensive pulp and paper inter- 
ests in Canada, New Zealand, the US, Bra- 
Zil and Australia, posted a NZ$157.5 mil- 
lion loss for the fiscal year ended last June. 

Company officials would not disclose 
the group's debt-to-equity ratio after the 
Fletcher Challenge Methanol-Methanex 
merger. But Mary Watson of CS First Bos- 
ton says the merger lowers the percentage 
of debt in debt-plus-equity to 52.3% from 
59.1% in June. 

Proceeds from asset sales, however, 
have been partially offset by spending to 
fund the development of the Maui B gas 
field off the west coast of New Zealand's 
North Island. Fletcher Challenge plans to 
spend NZ$160-170 million on the field's 
development in the current fiscal year, 
most of it in the first half. 

Despite the gas-field development, 


| Fletcher Challenge has generally been 


holding down capital expenditure since 


| August, according to company officials. In 
reactors for the Qinshan nuclear power | 


Asia, the group's activities are predomi- 


| nantly in petroleum exploration in the Phi- 


lippines, Indonesia, China and Thailand. It 


| is involved in construction in Hongkong, 
| Malaysia and Singapore. 
Technical problems at the Qinshan | 


The enlarged Methanex, which will be 
managed by Fletcher Challenge, will con- 
trol 15% of world methanol production. In 
the venture, Metallgesellschaft of Ger- 
many, which owned 32% of Methanex be- 
fore the merger, has a 10% shareholding. ш 
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RETAILING 


On the rack 


Japans city stores face a cut-price challenge 





By Louise do Rosario i in n Tokyo 


ntil recessionary fears struck home, 
{ | the sight of eager consumers queu- 

ing to buy a hot new product was 
not uncommon in Japan — the line for a 
computer game released last year snaked 
around several city blocks. 

A similarly expectant crowd greeted 
Aoyama Trading's debut in Tokyo's posh 
Ginza district in October. Hiroshima-based 
Aoyama, though, sells a more traditional 
product: business suits. 

By bringing its price-cutting style to the 
very symbol of the Japanese salaryman, 





Menswear for the salaried masses. 


Aoyama is helping to shake up retail 
trends in Tokyo and other city-centres. Its 
popularity — the crowds were gathering 
as early as 7 a.m. — contrasts sharply with 
falling clothing sales at established depart- 
ment stores as Japanese trim their personal 
spending. 

Economic slowdown, however, is 
Aoyama's opportunity. It sells quality two- 
piece suits for around Y20-30,000 (US$160- 
240), roughly half the price at the big stores. 
Its move into the Ginza — Aoyoma's first 
expansion away from its suburban base — 
poses a challenge for the department 
stores, boutiques and other high-priced re- 
tailers who have traditionally dominated 
the menswear market. 
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Already some Ginza shops are trying to 
meet the threat, discounting prices to Y20- 
40,000. But their high fixed costs make such 
price-cutting unsustainable, says W. I. Carr 
analyst Harrison Bates. "It's going to hurt 
them because their cost structure is com- 
pletely different," he notes. 

Aoyama pioneered the concept of inex- 
pensive suits, setting up its first roadside 
store in 1974. Owner Goro Aoyama hit on 
the idea after visiting big shopping centres 
in the US. "He places emphasis on price, 
not on brands and style, and retails suits as 
uniforms, not as fashion items," says Bates. 

The business suit, virtually the official 
uniform of Japan's white-collar 
workers, was once a luxury item 
that cost Y60,000-80,000. Manu- 
facturers and distributors are able 
to charge high prices by promis- 
ing retailers they will accept re- 
turns of unsold items, and by 
monitoring retail outlets to en- 
sure their clothes are not sold at 
less than agreed prices. 

But Aoyama buys in bulk di- 
rectly from manufacturers, thus 
eliminating the 30% margin 
sought by distributors. It banks 
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ever-expanding sales network 
that prevents a build-up of inven- 
tories. And it cuts out the frills of 
elaborate decoration and promo- 
tion efforts typical of department 


fer not only low prices but a wide 
choice and more floorspace than 
its big competitors. 

It helps, too, that business 


go out of fashion quickly. 

Aoyama's target "is the average 
salaryman who doesn't really enjoy shop- 
ping 'and who is not really too concerned 
with style," says Bates. 


The strategy has worked well in the | 


suburbs, thanks to a growing population 
and rising car ownership, which has made 


shopping easier. Aoyama now has 417 | 


shops and sells about 10% of the 10-12.5 
million business suits that are sold annu- 
ally in Japan, according to Miwako 


Ogasawara, an analyst at UBS Phillips & | 


Drew. 


The company's sales, having grown by 


34% annually over the last five years, 
amounted to Y116.7 billion in the year 


ended last March. Net income was Y13.6 | 
billion. With operating profits at nearly | 
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on high turnover and has an | 


stores. As a result, it is able to of- | 


suits, unlike other apparel, do not | 


19% of sales, the company's margins are 
among the highest in Japan. 

Cash-rich and growing in confidence, 
Aoyama decided three years ago to expand 
into the cities. With nearly 2,000 suburban 
imitators, sales were reaching their limits. 
In the early 1980s, one industry estimate 
shows, a single such store could attract up 
to 500,000 visitors annually from within a 
15-kilometre radius; now, it is down to 
150,000. 

Aoyama's move to Tokyo was well- 
timed. Urban rents have plummeted in the 
last two years, and consumers have be- 
come more price-sensitive as income de- 
clines. With high-class neighbours like the 
Matsuya department store, Aoyama's 
Ginza shop looks like a bargain basement. 
A shirt is Y1,000, a cashmere coat Y26,000, 
and a suit can go as low as Y2,500. But the 
strategy is paying off. Up to 2,000 people 
visit the shop daily, propelling it towards 
its target sales of Y1-2 billion this year. 

Goro Aoyama aims to set up 80 new 
shops a year, most of them in the cities. 
^We have enough money [to keep opening 
shops] for more than 10 years," he boasted 
in a recent magazine interview. "We have 
deposits of Y111.4 billion and another Ұ15 
billion in trust funds." When the com- 
pany's market share reaches 24-25%, he 
declared, “уге can then be a leader in 
pricing." п 
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directly with five of his magazines. 
Hinrichs says the council launched a Ja- 
panese publication within months of his 
own, and offers advertising at cheap, sub- 
sidised rates. 

As owner of the Hongkong Exhibition 
and Convention Centre, one of the region's 
largest such showcases, the council has also 
become the colony's most influential exhi- 
bition organiser. In addition to producing 
trade-show material and constructing ex- 
hibition booths, it also hosts trade shows. 

Last September, headway Trade Fairs, 
a leading Hongkong trade-show organiser, 
filed in Hongkong's Superior Court a writ 
complaining of unfair competition, against 
the Hongkong Convention and Exhibition 
Centre (Management) Ltd, which operates 
the centre for the council. The writ capped 
a squabble in which the council locked 
horns with Headway over plans to mount 
a competing jewellery 
show. According to 
the council, it acted 
only at the request of 
the territory's four 
leading jewellery asso- 
ciations, who were re- 
ported by local news- 
papers as favouring a 
non-profit organisa- 
tion as host. 

Francis Lo, the 
council's executive di- 
rector, says, "The list 
prices are lower but 
we don't give dis- 
counts. We don't 
know what kind of 
discounts [private fair 
organisers] offer." 

Both Hinrichs and 
Denny Yung, Head- 
way's managing direc- 
tor, signed a letter of 
complaint to Governor 
Chris Patten in November by "The Coali- 
tion for Free Enterprise." Coalition mem- 
bers say they represent "the interests of 
private-sector organisations confronted by 
unfair business practices on the part of gov- 
ernment and government-subsidised bod- 
ies." In addition to the council, the group 
also accused the Hongkong Productivity 
Council, the Mass Transit Railway and Ra- 
dio Television Hongkong of engaging in 
unfair competition. 

According to the coalition, Hongkong's 
reputation as a bastion of free enterprise 
masks increasing interference by govern- 
ment-subsidised organisations with private 
industry. “Тһе Hongkong Government is 
penalising its own private sector . . . No 
new operations are appearing in those sec- 
tors of the economy where government is 
competing unfairly," the group says. 

The coalition’s letter echoed conclusions 
made by the Hongkong Productivity 
Council in a study of the local exhibition 





Victor Fung wants world respect for 
Hongkong labels. 


industry, conducted in November 1991 for 
the Hongkong Exhibition Organisers As- 
sociation. It noted that "a degree of mis- 
trust had built up between the Trade De- 
velopment Council and private exhibition 
organisers and [that] this mistrust would 
. . jeopardise the continuous development 
of Hongkong as a major exhibition venue." 

Howard Coats, the council's senior 
manager of publicity, calls the report “too 
narrow in approach and perspective. We 
thought it should be more scientific. It 
didn't answer the problems of the exhibi- 
tion industry." 

If the council is a creature of the Hong- 
kong government's laissez-faire approach 


to marketing, it is also a symbol of the ter- | 


ritory's entrepreneurial initiative. Recently, 
the council has sharply increased its activi- 
ties in China. In 1990 it began promoting 
products made in Hongkong joint-venture 
factories on the main- 


IAH 


nese department 
stores. It then entered 


business, selling ad- 
vice to the Chinese on 
the design of depart- 
ment stores. And the 
council has been in- 
vited to advise the 
Shenzhen 


ning its own conven- 
tion centre just north 
of Hongkong. 

The council's em- 
phasis on China seems 
to have fuelled suspi- 
cions among some 


trade body's efforts are 
damaging Hongkong. 
But Francis Lo, the 
council's executive di- 
rector, defends its consulting work in Shen- 
zhen. “They are going to build a centre 
anyway, whether we help them or not,” 
says Lo. "We don't want them to build 
something that is a duplicate of ours." 

Central to Fung's strategy is that Chi- 
na's economic development has opened 
the country's wholesale and retail trade to 
foreign investors. Fung predicts that not 
only will Hongkong-controlled production 
inside China increase, but ^we will redirect 
[that] production onto the Chinese mar- 
ket." The next step, he adds, will be ^to 
import overseas products [into China], in- 
cluding some products that might be made 
in Hongkong or other parts of Asia." 


| 
| 





land and sold in Chi- | 


INDUSTRY 


Ticket 


to ride 


Daihatsu gets its way on 
Malaysian car plan 





| ву Doug Tsuruoka in Kuala Lumpur 


| aihatsu Motor Co. of Japan will 
D largely get its way in producing 





Malaysia's second national car. De- 
spite management and pricing disputes be- 
tween Daihatsu and its local partners, a 
joint agreement closely matches Daihatsu's 
initial blueprints for the project. 

This says as much about the power of 


| Japanese interests in Malaysia — where 
| they are the leading aid donor and largest 


the retail consulting | 


govern- | 
ment, which is plan- | 


businessmen that the | 


"This will be the third wave of eco- | 


nomic development in China," the council 
chairman adds. "We have the proximity 
and the culture and the wherewithal to re- 
ally be ahead of the world in penetrating 
it. That's the role I see for the council." 

ш Sally Goll 
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investor — as it does about the strong- 
willed determination of Prime Minister 
Datuk Seri Mahathir Mohamad to keep a 
pet project on track. 

On 2 February, a six-member Malay- 
sian-Japanese consortium signed a formal 
agreement to launch the M$400 million 
(US$152 million) project. The car will be 
based on the “Mira,” a 660 cc minicar sold 
on Japan’s domestic market. It will be 
priced at around M$24,000 and aimed 
largely at lower-middle-class Malaysian 
consumers, who find the roughly M$30,000 
minimum price for Malaysia’s flagship 
Proton national car too expensive. Initially, 
about 20,000 vehicles will be produced. 

Some analysts had begun to wonder 
whether the project would ever get off the 
ground, given the disagreements between 
Daihatsu and its local partners. Bickering 
among the partners delayed the official 
launch by at least six months. 

But sources in Malaysia’s Japanese busi- 
ness community had insisted ever since 
details were leaked in late 1991 that the 
project would go through because of Ma- 
hathir’s strong backing. (REVIEW, 13 Feb. 
'92). According to the Japanese, Mahathir 
set the stage for the project during a hush- 
hush visit to Japan in April 1991. Daihatsu 
overcame initial misgivings about building 
the car in Malaysia. By October of that year, 
Daihatsu had voiced its intention to pro- 
ceed. 

Besides Daihatsu and Japanese trading 
company Mitsui, consortium members are 
UMW Corp., a unit of the heavy transport 
maker that assembles and distributes 
Toyota vehicles in Malaysia; PNB Equity 
Resource Corp., a subsidiary of the state 
investment company Permodalan Na- 
sional; and Med-Bumikar Mara, an off- 
shoot of Majilis Amanah Rakyat, a govern- 
ment-backed Malay trust. " 
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TRADE 


Down in the dumps 


Lingering disputes sour US-South Korea trade talks 





By Ed Paisley in Seoul and 
Susumu Awanohara in Washington 


S everal US shipments of pigs' feet are 





held up on a Pusan dock as South 

Korean customs officials inspect the 
length of each one. The pig’s feet, which 
usually pass unchecked into the South Ko- 
rean market, are believed to be undergoing 
the inspections because of pressure from 
South Korean producers. 

In Washington, lawyers hired by South 
Korean semiconductor companies are 
scrambling to derail an anti-dumping law- 
suit. The companies are facing trade sanc- 
tions because a US maker, Micron Tech- 
nology, alleged that they are unfairly pric- 
ing their chips in the American market. 

These incidents highlight the increasing 
tendency of South Korean and US compa- 
nies to set their own policies in the absence 
of government action. As a result, analysts 
say, trade relations between Seoul and 
Washington are becoming even more sour. 

Further tests are coming quickly. Later 
this month, trade officials are to discuss 
market access for US beef and telecommu- 
nications equipment and services. In addi- 
tion, 15 February is the deadline for a set- 
tlement of the anti-dumping lawsuit 
against the South Korean semiconductor 
makers. In March, trade officials are to re- 
view South Korean compliance on the pro- 
tection of intellectual-property rights, fi- 
nancial-services reforms and regulations 
for customs and product standards. 

In all these talks and in other actions, 
South Korean officials want to be seen ful- 
filling their commitments in specific trade 
areas. They hope that a strong showing 
will forestall trade retaliation under a more 
aggressive Clinton administration. 

Certain moves appear aimed at catch- 
ing Washington's attention. On 3 Febru- 
ary, the South Korean Prosecutor-Gener- 
al's Office announced that it had confis- 
cated Won 176 million (US$221,000) of 
counterfeit goods in January. In the raids, 
the agency arrested 28 violators. 

“Our exports to the US [may] suffer be- 
cause of infringement of intellectual-prop- 
erty rights," says Prosecutor-General Kim 
Du Hee. South Korean Ministry of Trade 
and Industry officials are also responding 
to US complaints, and they have indicated 
that customs and regulations that conform 
with Gatt guidelines will be in place by the 
end of March. 

But it is difficult to tell whether this ap- 
proach is softening Washington, where few 
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officials believe South Korea is serious 
about solving trade problems. "The view 
is that Koreans promise things to avert a 
crisis but don't really mean it,” a US trade 
official says. A US electronics-industry ex- 
ecutive in Seoul adds: "The government 
has made progress on the laws, but they 
still need to enforce them." 

Take pigs' feet. South Korean officials 
promise to stop inspections of US goods 
on docks, but they encourage farmers to 
raise more pigs, contributing to the low 
price of pigs' feet. Customs officials are 
then pressured by the local industry to sup- 
port the price of pork by restricting foreign 


Bones of contention 


US trade deficit with South Korea 
USS bilion 
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imports. One of the top complaints of US 
exporters is South Korea's selective en- 
forcement of non-transparent customs and 
standards rules. 

The distrust goes both ways. Officials in 
Seoul say South Korea is the only East 
Asian country to have a trade deficit with 
the US. From January to November 1992, 
South Korea had a deficit of US$230 mil- 
lion, according to the Ministry of Trade and 
Industry. But Washington, which calcu- 
lates import-export figures differently, says 
the US had a deficit of US$2 billion in the 
period. 

For policy makers in Seoul, the most 
salient fact in this troubled trade relation- 
ship is South Korea's lack of a trade sur- 
plus with the US. Moreover, local business- 
men complain about US trade laws, which 
they say allow American companies to at- 
tack South Korean exports such as semi- 
conductors that compete with Japanese 
goods and help to keep the price of these 
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products down in the US. 

In January, for example, some South 
Korean hot- and cold-rolled steel products 
were hit with punitive US anti-dumping 
tariffs of 3-30%. Three months earlier, 
South Korean chip makers were hit with 
preliminary anti-dumping duties of 6-876. 

Kim Dae Hyun, head of the Korea-US 
Economic Council, a private business or- 
ganisation, speaks of the "opportunities we 
now have with the new administrations to 
forge new trade and industrial coopera- 
tion" between South Korea and the US. But 
he warns that the favourable opinion of the 
US among South Korean officials and in- 
dustrialists “is in danger" of eroding be- 
cause of trade actions against Seoul by 
Washington. 

US and South Korean officials agree 
that a resolution of the semiconductor dis- 
pute will probably set the tone of bilateral 
trade relations this year. Officials from both 
governments concede that South Koreans 
will judge the Clinton administration’s pro- 
tectionist inclinations on this issue. 

“This is unfortunate,” an official at the 
US Embassy in Seoul says, “because the 
Clinton administration hasn’t done any- 
thing on this issue.” 

Indeed, efforts to forge a suspension 
agreement in the chip dispute reveal con- 
fusion in both countries as the admini- 
strations of President Bill Clinton and 
president-elect Kim Young Sam come to- 
gether in Washington and Seoul. Under 
such an accord, anti-dumping duties 
would be dropped in exchange for a com- 
prehensive pricing arrangement with the 
manufacturers. 

A South Korean electronics-industry 
executive involved in the semiconductor 
talks complains that “Clinton’s people have 
no knowledge of Korea.” Other executives 
say they have been unable to negotiate 
faithfully because there are no Clinton offi- 
cials in place with which to speak. 

In Washington, career bureaucrats say 
South Korean semiconductor companies 
fail to comprehend the complexity of ne- 
gotiating a suspension agreement. Law 
firms acting on behalf of the chip makers 
were too slow to enter into negotiations 
with US trade agencies and the State De- 
partment, US trade officials say. 

As a consequence, a suspension-agree- 
ment proposal was not given to Washing- 
ton until 28 January. A US government of- 
ficial says the “amateurish fashion” of the 
chip makers’ lobbying efforts failed to im- 
press officials in the Commerce Depart- 
ment, the US Trade Representative's Office 
or the State Department. 

Still, South Korea officials say there is a 
chance that a suspension agreement can be 
concluded before the deadline. If their op- 
timism is misplaced, though, final anti- 
dumping margins will be levied on 15 
March. This could haunt US-South Korean 
trade relations for some time to come. W 
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POLICIES 


bridging the gap 


East Asia could eradicate poverty in a generation 


By Nigel Holloway in Hongkong 
hose who think the gap be- 


| tween the First and Third 


World is unbridgeable are ig- 


A fall in absolute poverty 


Number (millions) 
1970 | 1980 | 1990 


Incidence (%) 
1970 | 1980 | 1990 


China 


But can the region keep it up, and so 
meet the World Bank’s poverty forecast? 
The basic reasons for its rapid growth — 
high savings, high exports, good education 
and prudent macroeconomic policies — 
are not likely to disappear overnight. But 
other factors suggest that East Asia may 
find next 25 years harder going than the 
last 25. 

For one, the trade picture is 
clouded by doubts over the future 
of Gatt and the rising trend of pro- 
tectionism in East Asia’s main mar- 
kets, North America, Europe and 


омно оом 





noring the progress made by East 
Asia — China, South Korea, Taiwan, 


Indonesia 


Japan. For a region so dependent on 
international trade, any threat to the 





Hongkong and Asean. The region 
has proved that it is possible to gain 


South Korea 


multilateral commercial system 





Malaysia 


sends shudders down the spines of 





on the rich countries, not just pre- 
vent the distance between them 
from widening. 

But the World Bank believes the 
region can do better still. Raising a 
tantalising prospect, it has issued a 
report saying East Asia, following present 
economic trends, could eradicate poverty 
within a generation, becoming the first re- 
gion to do so since economists started to 
categorise the world in terms of rich areas 
and poor. 

Although the report (entitled "Sustain- 
ing Rapid Development") is more a fore- 
cast than an outright prediction, its confi- 
dence derives from the fact that the region 
halved the distance between itself and the 
rich countries between 1965 and 1990, as 
measured by such yardsticks as per-capita 
calorie intake, infant mortality and life ex- 
pectancy. The bank says the region's calo- 
rie intake per person rose by 35% over this 
period, while infant mortality 
dropped by 64% and the ferti- 
lity rate fell from 6.2 births per 
woman to 2.7. 

Even more remarkable is the 
plunging proportion of the ab- 


Philippines 


East Asian businessmen. 





Thailand 





Absolute poverty is defined as a level of income that allows 
only subsistence amounts of food and other necessities 


not been spread evenly throughout East 
Asia. The number of poor in the Philip- 
pines and Thailand has changed little since 
1970 (though it has dropped as a propor- 
tion in both). That is a particularly disap- 
pointing performance for Thailand, whose 
economy grew by more than 7% a year 
over the period, almost double that of the 
Philippines. 

The simple explanation for the region’s 
success relative to South Asia, Latin Ameri- 
ca and Africa is that East Asia has grown 
faster, and spread the benefits of growth 
more evenly. In the past 25 years, East Asia 
raised output per capita by more than 5% a 
year, quadrupling living standards. 


East Asia’s on target 


At current rates, the region will close the social 
gap with industrial countries in a generation 


Daily calorie supply per capita 


Source: World Bank 


bere mortality rate (per 1,000) 


There is also a more specific 
problem, says the bank: current-ac- 
count deficits are forecast to rise 
from an average of 1% of the re- 
gion's GDP in 1965-90 to 396 by the 
mid-1990s, which works out at US$30 bil- 
lion a year at 1990 prices. Part of the reason 
is that more money will be needed to pay 
for new power stations, roads and ports, 
and to clean up the environmental mess 
caused by years of unbridled growth. 

But the report also says resources 
should flow better in the 1990s than in the 
previous decade. The US' current-account 
deficit has narrowed, while Japan's surplus 
has grown. The result: the combined defi- 
cits of high-income countries fell from 
US$70 billion in 1990 to US$11 billion the 
following year, and are likely to remain at 
around that level in 1992-93. That should 
make it easier to finance East Asia's defi- 
cits. 

Japan has a particularly im- 
portant role to play in helping 
to transfer resources to the rest 
of East Asia. After all, develop- 
ing Asia is Japan's largest mar- 
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solute poor — those at or be- 4,000 - ket, having overtaken the US in 
low subsistence income — from Я 1991. Encouraging a bit of en- 
a third of the region's popula- 3,000 - lightened self-interest, the re- 
tion in 1970 to a tenth in 1990. Ё 60- port says an increase in the flow 
The most spectacular im- Dr of Japanese capital to the region 
provements occurred in China 1 000- will increase Asian demand for 
and Indonesia, which have the ИУ Japanese goods. 
region's largest populations. In 0- n. Much of that may go in the 
the former, the number of sub- 1965 1990 1990 1965 1990 - form of direct investment. 
sistence-level poor plummeted Fertility rate (per woman) Life expectancy at birth (years) Overall direct investment in 


from 275 million in 1970 to 100 
million 20 years later, even as 
the population. grew by 17%. 
Indonesia started the 1970s 
with 60% of its people in pov- 
erty, a proportion which 
dropped to 15% by 1990. South 
Korea and Malaysia have al- 
most eradicated poverty, which 
virtually disappeared in the 
past 10 years in Taiwan, Hong- 
kong and Singapore. 

But the rate of progress has 


80- 


FAR EASTERN ECONOMIC REVIEW 


East Asia totalled US$10 billion 
in 1991, and is likely to increase 
over the next few years. 

With so much going for East 
Asia’s economies, the World 
Bank is keen to spread its les- 
sons to other parts of the devel- 
oping world. The bank is cur- 
rently studying how other 


1965 1990 1990 1965 1990 1990 countries may learn from the 
ШШ East Asia (excluding Japan) ІШЕ High-income countries East Asian model, so that they, 
too, can bridge the gap between 

Source: World Bank 


rich and poor. п 
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ЧАРАМ 
Key rate reduced 


The Bank of Japan cut its 
discount rate on 4 February by 
0.75 percentage point to 2.5%. 
The reduction, the sixth since 
July 1991, was intended to 
prevent a further slowdown of 
the economy and to help 
banks restore profitability. 
Meanwhile, the Ministry of 
Finance asked financial 
institutions on 8 February to 
increase lending to small and 
medium-sized firms by 
offering lower interest rates. 


Current-account surplus 


The current-account surplus in 
1992 jumped 61% from a year 
earlier to a record US$118 
billion, the Ministry of Finance 
reported on 7 February. The 
surplus, expected to expand 
further in 1993, is likely to 
exacerbate tensions between 


Japan and its trading partners. 


Anwar: no ‘wrongdoing.’ 


MALAYSIA 


Anwar defends buy-out 


Finance Minister Datuk Seri 
Anwar Ibrahim on 8 February 
denied suggestions that there 
was any “wrongdoing” or 
conflict of interest in a 
management buy-out, 
announced in January, of 
Malaysia’s largest newspaper 
group and only privately 
owned television station. 
Anwar, in London, was 
reacting to a newspaper report 
questioning his links to 
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executives engaged in the 
takeover of the New Straits 
Times and TV3 media groups. 


SOUTH KOREA 


New research fund 


The Ministry of Science and 
Technology unveiled on 4 
February a Won 107 billion 
(US$134 million) fund for 
research and development. 
Roughly a third of the fund 
will go to universities to 
bolster industrial technology, 
and the remainder to 
businesses investing in such 
areas as environmental 
engineering, high-definition 
television, semiconductors and 
new materials. 


Pohang posts gain 


Pohang Iron & Steel, the 
world's third-largest steel 
maker, announced on 3 
February that net income in 
1992 increased 27% from a 
year earlier to Won 185 billion 
on a 6% gain in revenue to 
Won 6.2 trillion. Both figures 
exceeded expectations. 


INDIA 
Tariff cuts urged 


The government's Tax 
Reforms Committee 
recommended cutting the 
maximum import tariff to 30% 
by the fiscal year ending on 31 
March 1997 from the current 
110%. The duties apply to 
imported capital goods, 
components, essential items 
and raw materials. Imports of 
consumer items are mostly 
banned. The committee said 
imports of staple foods should 
be duty-free. 


PHILIPPINES 
GDP slid in 1992 


The National Statistical 
Coordination Board reported 
on 5 February that GDP in 1992 
eased 0.04% from a year 
earlier. It blamed the decline 
on the country's power crisis, 
which dampened investment. 
GNP rose 0.62%, largely with 





Pohang Steel posts strong results. 


the help of higher remittances 
from overseas workers. 


SINGAPORE 


Tax reform proposed 


Finance Minister Richard Hu 
on 9 February proposed 
introducing a 3% goods and 
services tax next year. Hu said 
the levy, which would mean 
lower corporate and personal- 
income taxes, would preserve 
the city-state’s competitiveness 
and broaden its tax base. The 
proposal is to be submitted to 
Parliament on 26 February and 
is expected to be passed into 
law. 


CHINA 
Currency ban lifted 


The government said on 31 
January that it will allow 
unspecified amounts of 
renminbi to be taken out of the 


country starting on 1 March. 
The action ends a 44-year ban 
on taking renminbi out of 
China and is a first step 
towards full convertibility of 
the currency. 


THAILAND 


Song case proceeds 
Police forwarded 6,440 pages 
of evidence on 4 February to 
government prosecutors 
investigating the Bangkok 
Bank of Commerce stock- 
manipulation case involving 
Song “Sia Song” 
Vatcharasriroj. The attorney 
general's office said charges 
will be filed against Song and 
10 others allegedly involved in 
the scam in about three weeks. 
Meanwhile on the Stock 
Exchange of Thailand, trading 
resumed in Bangkok Bank of 
Commerce shares, which were 
suspended on the day of 
Song’s arrest. 
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1992 net investment in funds managed by 

members of the Hongkong Unit Trust Association 
US$ million 

40 


40 20 0 
Bond funds 
Asia/Pacific equities 
Hongkong equities 
US equities 
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Warrant funds 
European equities 
Cash funds 
Japanese equities 


% 






Total net investment 
1992 US$1,442 million 
1991 US$226 million 


Source: Hongkong Unit Trust Association 
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The Westin Chosun, Seoul: 1 
Other Westin Hotels in Asia 
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: 4 Its йш in todays world. Crucial 
| to tomorrows. Bank of America is - 
uniquely equipped and обед to 
| offer an equally йу approach to 


meeting your global banking needs. 
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LETTERS 


Chatichai's defence le" with Chatichai's road and 
This is in reference to Paul Handley's aposals. On the contrary, in a tel- 
cle, Show business [28 Jan.]. January interview, Lao Deputy 
One gets used to a good deal of shodtister Khamphoui Keoboualapha 
embarrassingly partisan and inaccurlly stated his support for a sec- 
journalism in Bangkok's Thai-and Englkong River bridge linking 
language press. From the Review, @ and Savannakhet, as well as for 
would expect better. First, the inaccuracsion of Route 9 through Laos to 
> The military coup against former Tin central Vietnam. 
prime minister Chatichai Choonhavan tncheon invitation to Chatichai to 
place in 1991, not 1992, me Minister Miyazawa's 16 Janu- 
ә Chatichai's trip to Tokyo took ply speech was extended by the 
from 2-4 September 1992, not in Nov: Ambassador in early January 
ber. Although it is true that he first pcheduling reasons, not accepted 
posed the “Indochina Development Fuanuary. There was no request for 
concept and new bridge- and road-proj meeting. The hotel lounge meet- 
linking Thailand to Indochina at that teen Chatichai and Miyazawa took 
he could hardly have “upstaged the 1 pre-arrangement, not as a result 
Thai Foreign Minister, Prasong боопөУШу politician's edging in.” That 
by doing so. Prasong was elected to paper photos the next day showed 
ment on 13 September and became fori with the Japanese leader, not 
minister some two weeks later. me Minister] Chuan,” could have 
> Chatichai could not have garnered Handley only if, like Chuan, he 
Tokyo meeting with Japanese Prime Mttend the affair. 
ister Miyazawa "drawing on an old fricly Handley has made no effort 
ship”; it was their first personal meever to inform himself or your 
and arranged through the Japanese about the substance of Chatichai's 
bassy in Bangkok. na Development Fund and Thai- 
> Chatichai did not “rush off" to Hannese transport link proposals. In- 
mid-December to beat Prasong tohe tone of his reporting leads the 
punch, as Handley implies. The tripto believe the demonstrably false 
been planned for November, but was pn that these policy initiatives had 
poned until late December in de жіктен by the Thai foreign 
H.R.H. The Crown Prince of Тһайау for discussion in Hanoi and 
preceding Vietnam visit. olen by Chatichai. For what reason? 
№ Chatichai did not “ту to get a meepre domestic political points" and 
with US Senator Sam Nunn and fail. [good press in Thailand — which is 
Senator Nunn who first contatichai wants," alleges Handley. 
Chatichai through Thai businessman F Chatichai policy proposals for re- 
Piemphongsam. A scheduling corction and economic development of 
forced cancellation of their planned rina were first developed in early 
ing. When Senator Nunn (again thrluring his tenure as prime minister. 
Pairoj) suggested a game of golf to nave been warmly welcomed by the 
up for the missed opportunity, Chatments of Vietnam, Laos and Japan, 
was unfortunately unavailable. e in the best interest of people in the 
P Vientiane did not say that it was?ast Asia region. 





Letters intended for publication must include the writer's name and address. 


All letters are subject to editing for length. 





A final point concerns Handley's cheer- 
ful verbatim repetition of a Prasong remark 
regarding the seizure of Chatichai assets 
by the military junta that overthrew his 
elected government in 1991. Handley in- 
forms the REVIEW reader of the baht and 
US dollar amount seized "from Chatichai's 
alleged gains from corruption,” without 
bothering in the slightest to explain the cir- 
cumstances of the asset seizure, mention 
that the constitutionality of the junta’s ac- 
tion — rammed through under martial law 
— is now under appeal before the Thai 
Supreme Court or note Chatichai’s claim 
that the junta’s published figures are ficti- 
tious and include his personal assets. 

KRAISAK CHOONHAVAN 
Adviser to Gen. Chatichai Choonhavan 
Bangkok 





Poor truths 

Apropos your story on India’s burgeoning 
middle class [COVER STORY, 14 Jan.], many 
of the statistics provided hide the artificial 
depression of the poverty line that all soci- 
eties employ to mask glaring inequalities. 


‘True, the rapid rise of a dynamic middle 


class in India is a sign that whatever trap- 
pings of socialism there were in India were 
superficial, and rapid economic growth 
may well be in the cards. But it is still a 
relatively minor phenomenon against the 
backdrop of scant real capital formation in 
India and even scantier economic divi- 
dends to 80% of India’s population. 

ROMI MAHAJAN 

San Francisco 





Correction 

In the ECONOMIC MONITOR on Singapore [11 
Feb.], economist Ranjan Pal was quoted as 
saying likely tax concessions will lead to 
increased public and private consumption. Pal 
forecast a rise only in private consumption. 
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WHY THE HILTONS 
„ STAY AT RENAISSANCE. 


"As business travellers for thirty years, 
we've found Renaissance Hotels to rank 
among the best. The service and the 
facilities stand out. Also, the employees 
are very pleasant and the atmosphere is 
very relaxing. Renaissance will certainly 
be our future hotel of choice on trips." 
Bruce and Carmen Hilton from North Carolina, after a stay 
at the Vancouver Renaissance Hotel. 
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EDITORIAL 


Preparing for 1997 


Hongkong кшш: debate ключу 


rom its birth in the dust of the Opium War, Hong- 
| F kong’s very existence has always been something of a 
0 rebuke to Peking’s mandarins. When Khrushchev 
wanted to get Mao's goat, he taunted him about the “stink- 
ing rose” of colonialism on China’s doorstep. But what re- 
ally rankled Peking was that so many Chinese voted with 
their feet to be ruled by the British devils rather than subju- 


by her anti-communist bluster but by her emphasis on Bri- 
'tain's “moral responsibility" to the people of Hongkong. 

Precisely this objection lies behind the take-no-prisoners 

"propaganda war China is waging against Governor Chris 


As the formal debate begins, some legislators will hope | : 


to water down the Patten proposals; others will argue they 
do not go nearly far enough. Much of the debate will hinge 
on individual assessments of China. We urge them to con- 
sider the latest symbol of one country, only one system. 
This is the recent news that the Hongkong and Macau Af- 


1: fairs Office, the Chinese government body that makes policy 
gated by home-grown cadres. Consequently China's special | 
irritation with Margaret Thatcher, who set its leaders off not | 


: Patten's democratic reform proposals to be debated in the | 
colony's Legislative Council. China has made clear that it | 


"objects not to particular provisions but to the whole idea, 
which is why it says it will settle for nothing less than a 


complete back 
m Referendum for Hongkong 


down and per- 
haps a deep bow 
would like the. chance to 
ag ain after this referendum. the 
‚ people have yet to 
be asked what 
they think. Our 
own modest pro- 
posal for a referendum, printed nearby, is only half in jest. 
The real issue is not whether there will be this or that many 
elected legislators by such and such a date. At stake now is 
whether Hongkong will ever have the level of autonomy 
China promised in the 1984 Joint Declaration with Britain. If 
not, China will have learned that bullying works as well 
with foreign powers as it does with its own citizens. 
In this fight over one country, two systems, Mr Patten 
deserves broad support. It is time the more hard-headed 


er this referendum. 





and thus moves markets, is helping set up an investment 
company that will include some leading financial figures in 
the colony. This firm, pointedly called New China Hong- 
kong, combines a powerful political body with dominant 
economic interests — effectively lowering Hongkong’s sys- 
tem to China's level. Just such influence peddling by com- 
munist chieftains, if unchecked by strong Hongkong laws 
and institutions, will be a grave threat to Hongkong's future 
prosperity. In this light, expending political capital now to 


¿leave Hongkong people with a more accountable govern- 


or two. As usual, | 
Hongkong | 


business people ask themselves if a China that has proved | 
willing to drive down the market, threatens to breach | 
contracts and stonewalls any modest attempt to give | 
Hongkong people more of a say is really a China they can | 


handle. Indeed, Legislative Councillors Martin Lee and 
Emily Lau rightly point out that even if the Patten pro- 


gramme passes in its entirety it would still leave Hongkong | 


ment later looks like an excellent investment. ш 


Litigation ‘Science’ | 
Do cellular phones cause lawsuits? 


ellular phones have become indispensable accessories 
{ for the up-and-coming business tycoon, but today the 
industry is reeling from charges that the phones cause 
cancer. In restaurants from Taipei to Manila, the rumour 


may be greeted with glee by diners who have had one too». 
many meals disturbed by the lout at the next table whose : ^ 


cellular phone never stops ringing. In the thick of the con- 


troversy, it’s worth asking, where did this story come from? 22 


It didn't come from any medical discovery of a link be- 
tween cellular phones and cancer in humans. 1t didn't even 
come from a study on the effect of the cellular-phones 
microwaves on laboratory animals. As it turns out, it came 
from court papers in America, in a lawsuit filed by a Florida 
man who blames his wife's cellular phone for the brain 
tumour that ultimately killed her. His charge became a 
world-wide topic of conversation when he and his lawyers 


_ began appearing on US radio and television shows. 


with an unrepresentative government dominated by ап ex- | 


ecutive beholden to Peking. Others who might have been 
expected to support Mr Patten distrust British intentions 


and commitment — and with excellent reason: up until Mr | 
i. know that in hyperlitigious America, plaintiffs and lawyers 


Patten's appointment British authority had been used over- 


whelmingly on behalf of Peking's demand that the Hong- | 


kong people have no real say over their future. Our own | 
support for this package is that it represents а first step in | 
clawing back some of the lost ground rather than an end | 


point in political reform. 
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* ated in a law office. 


Now, we have no way of pronouncing on the scientific 
merits of this charge. The best evidence, however, is that if 
cellular phones do cause brain tumours, they do it in ways 
no one yet knows about: the microwaves used by cellular 
phones have no discernible effect on human tissue. We also 


often promote imaginative allegations, if only to secure a . 
larger settlement. Before we hang up on yet another new ^ 


technology, we'd like to know that the basis for such a deci- | ue 


sion is evidence established in a lab, not assertions gener- * 
и 
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INTELLIGENCE 


Return to Sender 


Hanoi, in its first major overture to lead- | 


ers of the US-backed South Vietnamese 
government ousted by the communists in 
1975, invited former air vice-marshal 


ister Tran Van Don to a conference for 


| overseas Vietnamese held in Ho Chi Minh 


City during early February. The two men, 


who now live in the US, turned down the | tine Liberation Organisation, and hosted 


invitations to the conference called in an 
attempt to encourage more overseas Viet- 
namese to bring home their savings, ex- 


| pertise and foreign connections to help de- 


velop the country's economy. The govern- 


ment announced during the meeting that | 
| ister and military chief Suchinda Krapra- 


it would further ease its visa, residence and 
travel regulations for the estimated 2 mil- 
lion Vietnamese living abroad. 


External Pressure 


Ethnic Kachin rebels in northern Burma 
have agreed to hold peace talks with the 
government. The talks are expected to 


| begin in the Kachin state capital Myitkyina 


shortly and Brang Seng, chairman of the 


| Kachin Independence Organisation (KIO), | 


will lead the rebel delegation. Burma’s 


military rulers first suggested a meeting in | 


Rangoon, which was turned down by the 


rebels. The second choice, Lashio in Shan | 


state, was also rejected by the KIO. It is be- 


lieved that the two parties agreed to meet | 


in Myitkyina following Chinese advice. 
The issue of peace talks between Rangoon 


| and the KIO was reportedly raised during 








Chinese Foreign Minister Qian Qichen’s | 


visit to Rangoon in early February. 


Moved On 


The continuing reshuffle in China’s 
military ranks following the purge of Gen. 
Yang Baibing has reached the People’s 
Armed Police (PAP), the para-military force 


| responsible for internal and border secu- 
| rity. PAP commander Lieut-Gen. Zhou 


Yushu, who was considered close to the 


| disgraced Yang, was replaced at the end of 


1992 by a former commander of the Peo- 
ple's Liberation Army's Shanghai Garrison 
Command, Maj.-Gen. Ba Zhongtan. Ba is 


| considered to be a supporter of communist 


party general-secretary Jiang Zemin, and 
worked under him when Jiang was Shang- 
hai party secretary in the late 1980s. 


Shalom Vietnam 


While seeking to normalize relations 
with Washington, Hanoi has also quietly 


allies. Following meetings in Bangkok be- 
tween Israel's Ambassador to Thailand Uzi 
Manor and his Vietnamese counterpart 
Ambassador Nguyen Trung, an Israeli For- 
eign Ministry delegation paid an un- 


Nguyen Cao Ky and former defence min- | publicised visit to Hanoi last month. A 


Vietnamese chamber of commerce delega- 


| tion reciprocated with an ice-breaking trip 
| to Israel shortly afterwards. Vietnam had 


long been a strong supporter of the Pales- 


visits by its president Yassir Arafat. 


‚ Compound Interest 


Thailand's disgraced former prime min- 


yoon is still living free in an army com- 
pound in Bangkok despite his retirement 
from the armed forces in April 1992. He 
also has two senior military aides and is 
said to report regularly to the Defence Min- 
istry, according to Thai political sources. 
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Suchinda. 


Suchinda was appointed as unelected . 
prime minister after the March 1992 gen- 
eral election, and was subsequently forced 
out of office in May following violent 
clashes between pro-democracy protesters 
and troops in Bangkok. 


Intellectual Discussions 

Despite US business groups filing new 
complaints against Taiwan for extensive 
violation of intellectual property rights, the 
US Trade Representative (USTR) office in 
Washington is not prepared to make an 
early decision on imposing sanctions. Al- 
though Taiwan officials are scheduled to 
meet their US counterparts in mid-March 


| for a final discussion before the USTR com- 


stepped up its efforts to strengthen ties | 
| would be liable for punitive measures. 


| with Israel, one of the US’ most influential 
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pletes its annual review of the Special 301 
list, under which countries are liable for 
penalties, it could be several months be- 
fore the case is resolved. The views of USTR 
Mickey Kantor are unknown, and it is un- 
clear under which provisions Taiwan 
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The grand illusion 


Efforts to revive French language appear doomed 





By Nate Thayer in Phnom Penh 
( : tudents at Cambodia's faculty of 





medicine and economics are brush- 

ing up on French, not because 
Francais is the lingua franca of Indochina, 
but because they need to study the lan- 
guage for 14 hours a week to qualify for 
French financial assistance. Aid for the re- 
sumption of courses at the Khmer-Soviet 
Technical Institute has been held up be- 
cause agencies are balking at French de- 
mands that any aid is contingent on a pro- 
hibition by the French that no courses be 
taught in English. 

"French is easier that Russian, but now 
99% of the people in Phnom Penh speak 
English," said Douch Samedy, a student at 
the Technical Institute. 
^Only English will make it 
easier to find a job. I am 
worried about finding a 
job, but to study I must 
speak French." 

A struggle for the soul, 
or at least the voice, of 
Cambodia is now being 
waged by France in a con- 
test that many outsiders 
view as futile and poten- 
tially damaging to this still 
fragile country's best inter- 
ests. 

Even before French 
President Francois Mit- 
terrand arrived in Phnom 
Penh on 11 February, a visit intended to 
secure Paris a leading role when Cambo- 
dia emerges with a new government after 
UN-sponsored elections, the signs of 
French efforts to reintroduce the trappings 
of Gallic culture — dented by decades of 
war, revolution, genocide and the power- 
ful influence of other national or linguistic 
influences — were evident to all with ac- 
cess to television. 

Radio France International now broad- 
casts programmes from Paris to Cambodia 
24 hours a day from a new studio and 
transmitter. Further, each day hundreds of 
people mill around outside the Alliance 
Francaise — the biggest in the world — as 
they take advantage of "friendship" prices 
to promote French language and culture. 

These French Government-sponsored 
efforts — which are also evident in Viet- 
nam and Laos, France's other former 
Indochinese colonies — seem to suggest an 
updated version of the 19th century con- 
cept of mission civilisatrice. The three coun- 
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tries are seen by some diplomats as 
France's only chance to maintain a foot- 
hold in Asia, having failed to significantly 
penetrate such major markets as Japan or 
China. 

Apart from Vietnam, however, French 
business generally appears little interested 
in the region. “There is no strategic value 
or real economic value [in Cambodia]. It is 
mainly greasing the road to Vietnam," was 
how one senior UN Transitional Authority 
in Cambodia (Untac) official summed up 
the country's prospects. 

Nevertheless, the French Government's 
push into Cambodia has far exceeded the 
efforts of any other Western power, and 
has been criticised by some for its disre- 
gard of the terms of the 1991 Paris peace 


A warm welcome for Mitterrand. 


accords and subordination of long-term 
Cambodian interests in favour of promot- 
ing a French national agenda. 

At the political level, France's growing 
number of bilateral arrangements with the 
current authorities in Phnom Penh has up- 
set other leading participants in the peace 
process. For example, France has had a 
team of officials training and advising the 
Phnom Penh police force since last year, 
while senior Cambodian sources also say 
Paris has offered to provide extensive mili- 
tary assistance to the new government that 
emerges from the elections. 

"They said just do what you need to do 
to form a new government and we are pre- 
pared to give you whatever you need," one 
senior Cambodian official said. Three sen- 
ior French military delegations have vis- 
ited Phnom Penh since late 1992 and held 
private meetings with leaders of the fac- 
tions most likely to assume power in a new 
government. 

Terms attached to French pledges to re- 
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build Cambodia's shattered educational 
infrastructure have also drawn fire, as they 
are conditional on instruction being con- 
ducted in the French language. 

The French logic is simple. "We are 
renovating buildings, providing teachers 
— the full project from A to Z. We are not 
going to pay for everything in order for the 
courses to be taught in English," one 
French diplomat said. 

However, many Cambodians fear that 
limiting higher education to the French lan- 
guage will impede the ability of the coun- 
try to reintegrate with the wider world. 
Others recall being reprimanded as chil- 
dren for speaking their native Khmer lan- 
guage during school hours. Primary and 
secondary school curriculums were taught 
in French before 1970. 

Nevertheless, the Alliance Francaise in 
Phnom Penh has more than 8,000 students 
enrolled, far exceeding any formal English- 
language institution in the country. In ad- 
dition, another 7,000 local students study 
French up to 14 hours a week. A lack о! 
competition from other countries, and cul- 
tures, goes far to explain why these efforts 
to promote the French language stand out 

The language question, however, alsc 
goes far beyond Cambodia's classrooms 
When the terms for implementing the 
peace accords were being hammered ou! 
in 1991, Paris demanded that French be 
made the official language of UN opera: 
tions in Cambodia. While Paris eventually 
settled for French and English as sharing 
the honour, the issue has continued tc 
be a source of rancour. For example, the 
French ambassador to Cambodia failed tc 
attend a UN-sponsored human rights con 
ference in December after the programme 
was not presented in French. Further 
French diplomatic sources say the ambas 
sador has instructed his embassy staff tc 
refrain from speaking English wheneve 
possible. 

But observers say French efforts tc 
somehow integrate Cambodia into th: 
Francophone community are destined t 
fail, not least because of the greater eco 
nomic power exerted by regional countries 
“Asean and Japan are going to swamp thi: 
place,” one Western observer said, adding 
"and then . . . the French language [will be 
history." 

One university faculty member echoec 
this view. "Learning in French instead o 
English is going to do Cambodians abou 
as much good as Russian did them. Thi 
French say that Cambodia has entered thi 
Francophone community, but the region i 
Anglophone, and the people they are go 
ing to have to deal with will speak Eng 
lish.” 

“The most France can hope for is ; 
French flavour here,” a Cambodian officia 
said. “In the end, the French efforts ar 
destined to fail. It is based on an illusioi 
that they can recreate the past.” 1 
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Still on honeymoon 


Japanese visit to Washington smoother than feared 


By Susumu Awanahora in Washington and 


Robert Delfs in Tokyo 
I trip: a new US president resolved to 
open foreign markets and lower the 
US trade deficit; a determined delegation 
of top officials from Tokyo that had 
warned Washington not to push too hard; 
and a US foreign policy team so new that 
its Japan experts had yet to be appointed. 

But the storm that once seemed so 
threatening failed to produce even a drop 
of rain when Japan's Foreign Minister 
Michio Watanabe and Finance Minister 
Yoshiro Hayashi travelled to Washington 
for overlapping visits early this month. 

In Tokyo's highest-level contacts with 
US President Bill Clinton, Watanabe and 
Hayashi were pleasantly surprised to find 
top US officials cordial and natural to- 
wards them; media reports had prepared 
them to expect otherwise. The two minis- 
ters were also reassured to learn that the 
new administration takes Japan seriously, 
and that — in Clinton's words — US-Ja- 
pan ties will continue into the 21st century 
as the US' "most important bilateral rela- 
tionship." 

But neither the warm reception nor the 
fact that the administration had yet to ap- 
point its Japan handlers prevented Clinton 
from assuming a tough position on trade. 
By the time the Japanese returned home, 
there was no mistaking Washington's in- 
tention to push Tokyo for real results in 
accommodating the US — and the world 
— economically. 

While acknowledging the need for 
painful domestic measures to revitalise the 
US economy and make it internationally 
competitive, Clinton told Watanabe that it 
was necessary for Japan "to demonstrate 
to the American people that they have the 
opportunity to compete abroad.” 

Secretary of State Warren Christopher 
2choed that point when he referred to Ja- 
»an's trade surplus and "the growing criti- 
"ism" it has generated in the US. In discus- 
üons with Hayashi, Treasury Secretary 
-loyd Bentsen was even more specific: he 
warned that unless the US trade deficit is 
‘ontrolled, the public will not accept the 
Jruguay Round of the Gatt negotiations. 

But for all the tough talk, Clinton and 
-hristopher agreed with the Japanese that 
rade should not, in Christopher's words, 
'overshadow the many areas where we 
vork together on global, bilateral and re- 
sional issues." 





t had all the makings of à disastrous 
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That said, the trade surplus remained 
the focus of discussions. So too did the 
question of reinstating the lapsed Super 
301 provision of US trade law that allows 
for retaliation against "unfair traders." Told 
that Prime Minister Kiichi Miyazawa views 
the Super 301 as inappropriate, Clinton re- 
fused to budge. Although he said the pro- 
vision should be used "extremely rarely," 
the US president failed to rule out invok- 
ing it altogether. 

If sanctions against Japan are ultimately 
employed, however, Watanabe expressed 
concern that Tokyo will be forced to take 
"appropriate steps" in self-defence. 

Officials on both sides appeared satis- 
fied, though, that at least in the first round 
of talks, the two sides were able to be forth- 
right without generating ill feeling and los- 
ing control. "There's no contradiction be- 


Watanabe expresses trade concern. 


tween a good alliance relationship and the 
vigorous pursuit of trade issues," one sen- 
ior US official told the REVIEW. 

That may be true, but trade is only one 
issue that will test the alliance in the 
upcoming year. Dissonances in the two 
countries' approaches to China and Russia 
are also of concern to some Japanese. 

Watanabe urged the US to extend Chi- 
na’s МЕМ (Most Favoured Nation) status 
unconditionally. But Christopher — while 
noting China's economic progress and reit- 
erating US intentions not to isolate Peking 
— restated Washington's concerns about 
China's performance in trade, human 
rights and weapons proliferation. Differ- 
ences aside, the two foreign ministers 
agreed that each country should do what it 
can “ю help political reforms [in China] 
catch up with economic reforms." 

Russia could prove a more contentious 
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issue. Tokyo dreads coming under pres- 
sure to do more than it has to help Mos- 
cow's economic reforms. Both Watanabe 
and Hayashi protested that despite the un- 
resolved Northern Territories question, Ja- 
pan has already provided considerable aid 
to Russia. They further pointed out that 
Tokyo has refrained from linking the terri- 
torial dispute to Russian President Boris 
Yeltsin's participation in the this July's G-7 
summit in Tokyo. 

But the Americans reiterated that they 
would like to see Japan do a great deal 
more for Moscow. While expressing sup- 
port for Tokyo's position in the territorial 
dispute, Christopher, Bentsen, Defence Sec- 
retary Les Aspin and national security ad- 
viser Anthony Lake all underlined that it is 
in the US and Japan's economic and strate- 
gic interests to make sure Russia succeeds 
in its reforms. 

One of the most important accomplish- 
ments of the talks, however, was the reaf- 
firmation of the US-Japan security relation- 
ship. Watanabe told Aspin that the US nu- 
clear umbrella remains extremely impor- 
tant in an age when the risk of nuclear pro- 
liferation is increasing. The US defence sec- 
retary concurred, adding that the Clinton 
administration will attach priority to deal- 
ing with the issue. 

Analysts say this was the first time that 
the matter of post-Cold War nuclear prolif- 
eration has been raised to such a high level 
in justifying the continuation of the US-Ja- 
pan security agreement. The agreement 
originated as a counter measure to the glo- 
bal threat posed by the former Soviet Un- 
ion. 

The fact that many Asian nations wel- 
come the US military presence in the re- 
gion is also a plus, Christopher told 
Watanabe, adding that the US will consult 
closely with Japan on the US military pres- 
ence. That pledge has helped reinforce the 
notion of trust between the two countries. 

But trust is no longer an issue that can 
be taken for granted — at least not on a 
non-official level. A recent poll taken by 
the Gallup Organisation and the Yomiuri 
Shimbun newspaper showed a sharp de- 
cline from 14% in 1991 to 8% last year in 
the number of Americans who think of Ja- 
pan as "especially trustworthy." Public 
opinion expert William Watts describes the 
steady deterioration since 1985 (when trust 
was measured at 24%) as "startling," add- 
ing that “по other country has taken any- 
thing close to such a plunge." 

The decline of popular trust in Japan in 
the US has been matched by an erosion of 
Japanese attitudes towards the US as well. 
Together those perceptions do not bode 
well for US-Japan relations. In a world in 
which politics are increasingly dominated 
by public opinion, mutual disrespect is one 
reason why many observers predict that 
1993 may still be a rough year for Wash- 
ington and Tokyo. " 
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world’s largest producer of PTA (purified terephthalic 
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Border bonanza 


Smuggling case raises fears of rising corruption 





By Tai Ming Cheung in Hongkong 


he exposure of a major smuggling 
| syndicate involving Hongkong 
Customs officers has raised con- 
cerns that in the approach to China's take- 
over in 1997, the colony's civil service is 
becoming increasingly susceptible to cor- 
ruption. But law enforcement officials say 
they have the resources and expertise 
needed to handle this problem in the form 
of the Independent Commission Against 
Corruption (ICAC). 

The smuggling racket, involving nine 
middle-ranking Customs officers, was the 
largest government corruption operation 
unearthed in a decade. The nine were ar- 
rested between 9-10 February for 
their involvement in a network that 
moved stolen cars and electrical 
goods into China through check- 
points on the Hongkong-Shenzhen 
border. 

That these officers were organ- 
ised in a small, tightly-knit group 
worries ICAC officials because it is 
one of the first examples of syndi- 
cated official corruption since the 
1970s. The ICAC was set up in 1974 
with extraordinary powers, includ- 
ing the right to detain suspects for 
up to two days without charge, to 
tackle what was seen as rampant 
organised corruption within the 
government — particularly in the 
police force. This was stamped out by the 
end of the 1970s, and most official corrup- 
tion cases since have concerned individuals 
accepting bribes. 

Law enforcement officials say they are 
on the watch for a return of organised cor- 
ruption. But though the Customs case was 
a major revelation, acting ICAC Commis- 
sioner Jim Buckle believes it was excep- 
tional. “I would be surprised if anything 
similar is going on in other government 
departments. This is not a return to syndi- 
cated corruption," he said. Nonetheless, 
Buckle says that an upward trend in offi- 
cial corruption has been noticeable since 
the middle of 1992, particularly in "one or 
two" government departments. 

Buckle, who also heads the ICAC’s ор- 
erational division, thinks that the Customs 
racket was peculiar to the border where 
the lucrative cross-border trade presents 
opportunities to "earn large sums of 
money easily." But he acknowledges that a 
small but noticeable increase in official cor- 
ruption may be linked to the changeover 
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in 1997. “It is a realistic fear," he says. 

Among chief factors that observers see 
as creating a more susceptible environment 
for official corruption are low morale, job 
dissatisfaction and uncertainties over work 
and pay prospects beyond 1997. 

Another factor that may have encour- 
aged corruption within the civil service is 
the rapidly growing presence of mainland 
Chinese companies in Hongkong. With 
their use of commissions, back-door con- 
nections and other business practices com- 
mon enough in China but considered ille- 
gal in Hongkong, these companies and 
their business activities represent a tough 
challenge to the colony's law enforcement 
agencies. Attempts to check such practices 





On the watch for organised corruption. 


have not been helped by the current politi- 
cal feud over Governor Chris Patten's con- 
stitutional reforms. 

But Buckle rejects suggestions that the 
ICAC would be constrained by political con- 
siderations from acting against mainland- 
connected companies. "There are no re- 
straints or constraints in our dealings with 
mainland Chinese companies. We investi- 
gate any allegations," Buckle says. 

Cases involving Chinese companies are 
more complicated because they span both 
sides of the border, restricting the ICAC's 
ability to fully investigate some cases. But 
Buckle says the ICAC’s relations with its 
Chinese counterparts in the Guangdong 
Provincial People's Procuratorate are good 
and extensive, with visits and exchanges of 
delegations taking place nearly every 
week. The current political row does not 
appear to have affected this part of the re- 
lationship. 

Buckle says that a small number of gov- 
ernment departments, in particular those 
that deal directly with the public, "are at 
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the frontline of temptation." Last Decem- 
ber, for example, two senior Immigration 
Department officials were jailed for six 
months for taking bribes from illegal Chi- 
nese immigrants. Ап assistant commis- 
sioner in the prison service was arrested in 
September for providing false documenta- 
tion in an application for Australian citi- 
zenship. 

Figures for corruption incidents that 
have been reported to the ICAC in the past 
few years show that the police account for 
about 20% of all cases and all other gov- 
ernment departments for another 25%. The 
remaining 5596 of corruption complaints 
were directed at the private sector and 
public organisations. 

Buckle emphasises that the ICAC puts 
its main stress on fighting official corrup- 
tion, even though there are more cases in 
the private sector. “If we were aware of a 
case of corruption within the civil service, 
we would give priority to that, even at the 
expense of moving resources from private 
sector investigations,” Buckle says. As an 
example, he points out that almost the 
whole of the ICAC’s surveillance 
force, numbering more than 100 of- 
ficers, was involved during the last 
few months of the Customs investi- 
gation. 

Buckle says that he is satisfied 
with the resources available to his 
organisation. The ICAC’s 1,200-plus 
workforce includes an operational 
staff of over 800, many of whom are 
former police officers. A 10% cut in 
the ICAC’s budget planned as part of 
the government's austerity pro- 
gramme for 1994 will not affect the 
organisation's operational capabili- 
ties, though there will be cuts in 
some supporting services — nota- 
bly corruption prevention and com- 
munity relations. 

The cutback in spending on these edu- 
cation programmes comes at a time when 
the public has begun to worry about a pos- 
sible upsurge in corruption before 1997. An 
opinion poll conducted by the ICAC in mid- 
1992 showed that more than one third of 
the 1,700 respondents believed corruption 
would increase and 25% also thought the 
ICAC was unable to deal with corruption. 

There is also concern that the ICAC's 
effectiveness may suffer as a result of the 
slow pace of localisation within the organi- 
sation and the loss of local officers emigrat- 
ing ahead of 1997. The government named 
a new ICAC commissioner, Bertie de 
Speville, on 12 February to fill a void left by 
the death of the previous commissioner ir 
November 1992. While the government i: 
required by the Basic Law — the constitu: 
tion of the future Hongkong special admin: 
istrative region — to appoint a local to heac 
the ICAC by 1997, there remains a shortag¢ 
of suitable senior Hongkong Chinese offic 
ers in the organisation’s top ranks. L 
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Traveller s Tales 


Canton, CHINA 
itting on the ground outside the 
Canton Railway Station, two 
women in short skirts are doing 
their nails. One is polishing, the 

other is filing. Around them, thousands are 
passing time, stranded in this South China 
boom town where they hoped to find work 
and a better life. Instead, they found a lot 
of other people looking for the same thing. 

And now the forces of supply and de- 
mand that helped create this thriving city 
of six million are working against those 
who have travelled so far to be a part of it. 
“This is a nightmare," says a young man 
from Sichuan province, whose child is ill 
after spending eight nights on the streets 
of Canton. "We're going home." 

But even as some prepare to leave, an- 
other train pulls up, depositing hundreds 
more into an expanding village of drift and 
disappointment. Among the new arrivals 
are the two young women, who have 
slipped out of their high heels and are now 
lavishing attention on their fingernails. 


AUCKLAND. 


BANGKOK. 


They bring to the railway station what 
many here have already spent or soiled: 
money, fresh clothes and hope. 

"Together, we have 4,000 yuan 
[US$695],” says Lin Hong, a 24-year-old 
whose raven hair is teased with mousse 
and dark red colouring. “If we can't find 
work in two weeks, we will return home." 

For many gathered here, home is some- 
where in a poor inland province. For Lin, it 
is Shenyang, a giant industrial city in the 
northeast best known for its frigid winters 
and its truck manufacturing. By train, it is 
an agonising four-day trip to Canton in a 
rail car so crowded that passengers sleep 
in bathrooms and on overhead luggage 
racks. But for many ambitious Chinese, the 
journey is a small sacrifice. "We have no 
future in Shenyang," she says. 

Until recently, Lin worked for the rail- 
road in Shenyang, earning US$25 per 
month. Her travelling companion, Ding 
Lan, also 24, earned US$18 per month 
working for the housing authority. They 
hope to triple their wages in Canton, where 
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cab drivers and waitresses take home 
US$100 or more each month. 

But like so many who come here seek 
ing fortune, Lin and Ding face long odds 
Neither speaks Cantonese, the local dialect 
or English. Also, without state approva 
they cannot work legally at a hotel or at < 
foreign joint venture. "Unfortunately, 
says a manager for a state firm in Canton 
“the women are qualified for only twc 
things — factory work and prostitution." 

Officials say one million migrants have 
swarmed into Guangdong Province since 
the Lunar New Year on 23 January. Las 
year at the same time about 700,000 flockec 
to the region. Most are farmers eager tc 
catch the latest wave of economic reform 
sparked a year ago when Deng Xiaoping 
toured South China, renewing the notior 
that “to get rich is glorious." 

Even before Deng's visit, though 
Guangdong had welcomed millions of mi: 
grant workers in the past decade. But a: 
the income gap between urban and rura 
Chinese widened in 1992, another four mil 
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lion labourers flooded the prov- 
ince. In the past, building con- 
tractors and factory bosses 
snatched up unskilled labourers 
as fast as they walked off the 
train. And for good reason: the 
new workers were willing to 
lug bricks or stitch shoes 15 
hours a day. 

Despite Guangdong's dizzy- 
ing growth rate, it can no longer 
accommodate all job seekers. By 
some estimates, fewer than one 
third of the migrant labourers 
will find employment this year. 
As much as anyone, these are 
the people who have made 
Guangdong an economic force. 
Successes here serve as an im- 
portant counterweight to the 
ageing ideologues in Peking, 
whose tired expostulations of "a socialist 
market economy" ring more hollow every 
day. 

Indeed, free enterprise in the Pearl River 
Delta has produced a fledgling middle 
class. And with growing wealth comes 
greater influence over China's culture, its 
fashion and education. Universities in 
Guangdong, for example, offer courses on 
finance and futures markets, while in Pe- 
king, some colleges still dish out tedious 
texts on planned economies and Karl Marx. 





Migrant workers stranded at Canton Railway Station. 


The result of Guangdong’s laissez-faire 
approach is reflected best in its bustling 
capital city, Canton, which boasts a hand- 
ful of five-star hotels and lively street com- 
merce that rivals it southern neighbour, 
Hongkong. Next to the US Consulate is the 
opulent White Swan Hotel, which cel- 
ebrated its 10th anniversary earlier this 
month. With its, state-of-the-art fitness cen- 
tre and swinging discotheque, the White 
Swan is a proud symbol of Canton's grow- 
ing affluence. 


Even the People's Liberation 
Army has jumped on the capi- 
talist bandwagon. A few of the 
finest hotels in Canton are 
jointly owned by the PLA, in- 
cluding the upscale Ramada 
Pearl Hotel, which offers satel- | 
lite television in every room, in- 
cluding МТУ and CNN. But 
that's not all: the hotel offers 
The Asian Wall Street Journal, the 
International Herald Tribune and 
the REVIEW, on a rack next to 
the official China Daily. 

Still, it would be misleading 
to suggest Canton has fully 
transcended its communist past 
or that free enterprise will right 
all of its wrongs. Indeed, despite 
its many reforms, it is still a city 
where squalor outpaces splen- 
dour by a fair margin. 

Nowhere is this more striking than at 
the Canton Railway Station, where a young 
entrepreneur, a college student, is hustling 
train tickets back to the countryside for 
twice their face value. In this grim scene of 
sick children and penniless parents, the 
forces of supply and demand seem almost 
as cruel as the communism before it. ш 
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Anthony Blass is а Henry Luce Scholar work- 
ing for the REVIEW in Hongkong. 
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BLOOMING BRILLIANT 
Phu Kradung’s lofty ridges glow with the delicately ruffled 
blooms of Rhododendron simsii. 


VER THAILAND’S 
NATURAL HERITAGE 


Phu Kradung 


NATIONAL PARK 


i | | 
north to the rugged b 


BABY BEE EATER 
The world's smallest bear, Helarctos malayanus, or Sun Bear, thrives 


on the hives of Phu "Kradung's dense forests. 















BLACK-CAPPED 
KINGFISHER 


Phu Хтайинд ѕ bountiful 
birdlife includes 
thrushes, bluebirds, busb- 


chats, sunbirds and 











this bright little beauty, 
Halcyon pileata. 





ө 
PHU KRADUNG 
NATIONAL PARK 


THAILAND 


Phu Kradung is 775 kilometres 
north of Bangkok. Regular Thai flights 
connect you with park-bound 


buses from either Khon Kaen or Loci. 


NATURE’S CORSAGE 
Among the indigenous flora and fauna preserved in Phu Kradung 


is the orchid species Cymbidium insigne. 


ANTS ALIVE 
Nature's most efficient termite 
controller, the scaly and 
mysterious Manis javanica or 

Malayan Pangolin, bas 


many uses for its prebensile tail. 











FLY BY NIGHT 
The red and white Giant Flying Squirrel, Petaurista alborufus, Crystal streams criss cross Phu Kradung's 


glides among Phu "Kradung's tall timbers. jungle enclaves and from October to December 
the Park’s waterfalls are particularly impressive. 
There are numerous trails to explore and be sure 
to pack a camera because Phu Kradung’s sunrises 


and sunsets are simply spectacular. 


HOW TO GET THERE 

At just US$239, our ‘Discover Thailand 
Natural Heritage’ ticket gives you four separate 
flights between any of Thai’s 22 destinations in 
Thailand and up to four more destinations for 
only US$50 each. Plan your trip with our free 
national parks’ guide and contact your travel 
agency or any Thai office for further details. 


©з Thai 


Smooth as stk 


WILD ABOUT HARRY 
The bristly Wild Boar, Sus scrofa, is one of many mammals, including elephants, deer and 


white-handed gibbons, to make its home in Phu Kradung National Park. 
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preface that tea is so much part 
of the fabric of British life that 
"like breathing" it excites no 
comment. As statistics at the 
back of the book point out, 
France imported a mere 6,326 
tonnes of tea in 1988 against 
Britain's 200,000 tonnes. 
Nevertheless, it is a splen- 
didly illustrated book with an 
informative text that follows tea 
through its cultivation, history, 
rituals and types, and con- 
cludes with a mass of informa- 
tion on where to drink and buy 
tea in France, Britain and the 
US. Weighing in at 2 kg, how- 
ever, the book has to suffer the 
indignity of being placed in the 
coffee table category. 
m Gavin Greenwood 


Gavin Greenwood works on the 
REVIEW's Regional desk in Hong- 
kong. 








Traditional Indian Textiles Ру 
John Gillow and Nicholas 
Barnard. Thames and Hudson, 
London. £18 


“Vast” and “prodigious” аге 
the adjectives that most often 
come to mind when describing 
anything to do with India. We 
are fortunate that John Gillow, 
the author of this book on tra- 
ditional Indian textiles, and 
the photographer Nicholas 
Bernard were not daunted by 
the epic nature of the task they 
set themselves. 

The result is a highly in- 
formative and readable book 
which includes an account of 
the historical background of 
India's diverse textile tradi- 
tions; an introduction to the 
techniques of dyeing, weaving 
and embroidery; and a survey 
of developing textile tradi- 
tions region by region. Of par- 
ticular interest are the sections 
on the social and economic fac- 
tors affecting the history of tex- 
tiles. 

Traditional Indian Textiles is 
superbly illustrated with an 
abundance of fine colour pho- 
tographs and line drawings 
showing production techniques 
and the textiles іп situ and on 
their own. 

But in the ambitious scope 
of this book lies its weakness: 
the treatment is imbalanced, 
with far more attention paid to 
Western India, obviously 
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Gillow's area of interest. This in 
itself is an achievement, but one 
wonders why Gillow did not 
write a book on this area alone, 
something long overdue. 

Since Gillow first discovered 
the joys of Indian textiles in 
Bhuj 15 years ago much has 
changed, in particular the web 
of social and economic connec- 
tions that have supported tra- 
ditional textile production. The 
result is the disappearance of 
many skills and, surprisingly, 
the revival through new pa- 
trons of others — such as fine 
mocchi embroidery from Kutch 
for the Bombay elite and exqui- 
site brocade saris currently be- 


ing woven in the Crafts Mu- 
seum in New Delhi. 
ш Arthur Duff 


Arthur Duff, a Dublin-based ar- 
chitect, studied in the National In- 
stitute of Design in Ahmedabad. 








Thai Textiles by Susan Conway. 
British Museum Press, London. 
£16.95, 15935. 


For as long as anyone can 
remember, the Thai have been 
wearing some variant of the 
phasin hip wrapper (or sarong) 
with sabai shoulder sash. There 
were the occasional royal 
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applique, made by the Kathi caste, 
Saurashtra. Traditional Indian 
Textiles by John Gillow and 
Nicholas Barnard. 


Temple mural painting of a court 
scene, Wat Nong Bua, Na 
province. The woman wears a 
phasin sarong and shoulder sash; 
the man wears a pha chong 
kaben pantaloon and mandarin- 
collared shirt. Thai Textiles by 
Susan Conway. 


whims, such as the "scarlet 
cloak in the French style with 
Thai shaped sleeves" that King 
Narai (1656-88) ordered from 
Paris. But the phasin has always 
survived to tell its tale. 

The phasin is a length of 
cloth usually comprised of a 
waistband, a central decorative 
panel and an end border. In 
the past, variations were dis- 
trict-specific; one of Susan 
Conway's informants told her 
that 40 years ago a woman's 
ethnic origins could be identi- 
fied merely from the style of 
her skirt. As a trained painter, 
Conway naturally has a keen 
eye. But she fails to give the 
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Silk batik selendang shawl 





decorated with foliage and phoenix 
designs. Made in Java for export 


to Bali, 1920-40. Indonesian 


Textiles by Michael Hitchcock. 


ireader a real grasp of the dis- 
Kinctions in weaves, designs or 
imotifs. Nor do the abundant 
[eo et give a compre- 

ensive view of either the cos- 
tumes or the textiles. Rarely do 
we see the full length of the 
cloth. 

At first glance, Conway 
seems to have covered all 
grounds. There are back- 
ground chapters on the role of 
textiles in Thai society and 
culture, techniques of textile 
production, a sketch of Thai 
costume history and four chap- 
ters on regional characteristics. 
But she lacks a context in 
which to place her copious re- 
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search. 

Thai textiles cannot be un- 
derstood without knowledge of 
the history and culture of the 
Tai peoples. Most scholars lo- 
cate the origin of the Tai just 
south of the Yangtze River in 
China. From their 2,000-year 
diaspora emerged three major 
branches of the Tai language 
family: Southwest, Central and 
North. Most of the Tai groups 
that eventually settled in the 
region comprising present-day 
Thailand come from the South- 
west Tai. 

An Isan homily exhorts 
women: “Ве skilled at the loom 
and you will be respected and 


never get into debt." Pregnant 
with social meaning, Tai tex- 
tiles encompass the entire life 
cycle of the village: as markers 
of age and status, articulators 
of rites of passage and indis- 
pensable instruments of ex- 
change, both in this life and in 
merit-making for the next. 

There are fascinating tidbits: 
an old weaver recounts the 
taboo of the mordant (all dyes 
must be fixed in complete 
silence); the late Princess 
Poonpisamai Diskul poses in 
full regalia in an old photo 
from the Siam Society ar- 
chives. Intriguing anecdotes 
entice us at every turn, only to 
disperse back into redundant 
narrative. 

Perhaps Conway, a painter, 
would have done better to re- 
main more painterly in her ap- 
proach. There is nothing wrong 
with a book which simply 
shows us the rich spectrum of 
textile techniques and designs. 
It's simply a matter of tighten- 
ing the weave. 

W Albert Paravi Wangchirachai 


Albert Paravi Wangchirachai 
writes on the arts from Bangkok. 








Indonesian Textiles by Michael 
Hitchcock. British Museum 
Press, London. £15.95. 
Traditional Indonesian Textiles 
by John Gillow. Thames and 
Hudson, London. £19.95. 


In this post-cold war age 
when even the idea of the na- 
tion is up for grabs, we might 
pause to contemplate Indone- 
sia, one of the grand conceits in 
the club of nations. From inde- 
pendence onwards, rulers and 
national leaders have turned to 
ideology (such as Pancasila), 
language and legend to instill a 
sense of national identity 
among the dwellers of the ar- 
chipelago. 

But as these two books hint, 
those nation-builders might 
have found a much richer 
thread to hang on: the history 
and survival of textiles. From 
Sumatra to Sumba to Sulawesi, 
those singular warp ikats with 
their bold motifs of man and 
beast have been woven in in- 
digo russet or ochre for 
centuries. On island after is- 
land, there is the ubiquitous 
sarong in colourful check and 
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plaid. Batik, steeped in the sa- 
cred and graced by the patron- 
age of sultans, has been reju- 
venated as a popular, commer- 
cial cloth. And those fabled 
double-ikats made of silk are 
still treasured heirlooms in 
families from Java to Irian 


Jaya. 
These textiles — their ori- 
gins, their history and the way 


they have evolved — are in es- 


'sence the narrative of the is- 


lands now called Indonesia. 
Whatever the nation-builders 
say, Indonesia is a melange 
shaped by the indigenous is- 
landers and a cast of seafarers, 
adventurers, merchant seamen, 
religious emissaries and the 
colonisers who came to these 
shores. There is no better 
record of this sweep of history 
and swirl of influences than 
that woven in textiles. The au- 
thors of these two finely illus- 
trated primers take an histori- 
cal approach and adeptly show 
how the influence of outsiders 
entered the very warf and weft 
of fabrics. 

John Gillow, for instance, 
writes of the "textile history of 
Indonesia," of how the comings 
and goings of first Indian and 
then Chinese traders followed 
by Arab merchants and then 
Europeans can be traced in 
cloth. Michael Hitchcock, a lec- 
turer at the University of Hull, 
describes how Indian mer- 
chants from Gujarat traded the 
original silk double-ikats for 
spices, how Chinese birds and 
dragons and mythological crea- 
tures found their way into ba- 
tik designs and how even the 
Dutch coat of arms can be 
found in the warp ikats of far- 
flung islands. 

It is the social uses of tex- 
tiles, the folklore and myths at- 
tached to them, that reveal 
links between the traditional 
and the modern. Although in 
too sketchy a fashion to satisfy 
many readers, both books at- 
tempt to portray these links. 
For instance, weaving was 
women's work; this rule was 
enshrined in myths of fertility 
and sexuality attached to weav- 
ing as well as in cautionary 
tales about wayward women. 
Batak girls are raised with the 
story of a woman who was 
turned into an ape because she 
refused to weave. Weaving for 
the most part remains women's 
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A head for figures 


hat is invisible, flies at an alti- 
tude of a few millionths of an 
inch and lives on your desk- 
top? The heads of the hard 
disk drive in your personal computer. 

Although unseen, flying heads are the 
key factor in determining how much data 
can be stored on hard disks. And as these 
disks become smaller, a quiet revolution is 
taking place in head technology. 

Leading the way is Read-Rite Corp., the 
industry's largest independent head sup- 
plier. Although the company is based in 
Milpitas, California, most its 5,000 employ- 
ees are employed in Asia. The company 
fabricates most of its heads at a factory near 
Bangkok and assembles them at plants in 
Penang. Much of the company's produc- 
tion is shipped to Singapore, 
where many of the world's 
disk-drive makers build their 
products. 

Japanese customers such 
as NEC and Toshiba are sup- 
plied via Read-Rite SMI, a 
joint venture with Sumitomo 
Metal Industries. The venture 
began in 1991, with Sumito- 
mo investing US$30 million. 
A further US$32 million went 
to build a new facility near 
Osaka. 

In the fiscal year ended on 
30 September, Read-Rite's net 
income more than doubled to 
US$47 million from a year 
earlier as revenue surged to 
US$390 million from US$177 
million. Why such dramatic 
growth? 

Read-Rite has mastered 
the art of making heads out of 
thin films of material. Con- 
ventional heads are made from ferrite, a 
magnetic material. A coil of wire is wound 
around one side of a cut-out square-shaped 
chunk of ferrite. On the opposite side of 
the square is a small gap. Passing an elec- 
trical current through the coil induces a 
magnetic field across the gap, and changes 
in the field are recorded on the disk rotat- 
ing directly beneath. 

As disk drives become smaller, it is in- 
creasingly difficult to assemble heads from 
discrete components. The solution is to 
make flat heads. Through a process called 
sputtering, a layer of magnetic material is 
deposited on a ceramic wafer. On top of 
this, using a basic semiconductor pat- 
terning technique called photolithography, 
the shape of a coil is created. The coil is 
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added using electroplating. To make the 
wafers ready for assembly, they are sliced 
into "sliders" and polished. 

Fabricating a thin-film head takes sev- 
eral weeks. Combining mechanical and 
electrical elements, it is a difficult technol- 
ogy to master. Although thin-film heads 
have been around for 15 years, not many 
companies have managed to do so. Most 
of those that have are large companies such 
as IBM and NEC, which use the technology 
in-house to make their own disk drives. 
The rest are small companies such as Read- 
Rite, which reckons to have around 60% of 
the merchant market. 

The merchant market is growing rap- 
idly as thin-film heads surge ahead of 
bulky rivals. Last year, thin film overtook 
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A quiet revolution is taking place inside personal computers. 


ferrite in terms of production volume, and 
by 1994, the technology is expected to ac- 
count for 75% of demand. 

Surprisingly, for all their skills in mate- 
rial-processing and miniaturisation, Ja- 
panese companies have yet to feature sig- 
nificantly in the market. A Read-Rite ex- 
ecutive says Japanese makers are over-cau- 
tious. "The Japanese are very conserva- 
tive," he says. "They go a long way to 
avoid failure." 

Of course, being near customers helps. 
Five minutes down the highway from 
Read-Rite's head office in Silicon Valley are 
the design centres of large disk-drive mak- 
ers such as Quantum, Maxtor and Conner 
Peripherals. 

The disk-drive industry has been on a 
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roll. In the past 27 years, global disk-drive 
sales have fallen only once — in 1991 — 
and then only slightly. The reason is that 
magnetic media have been able to keep 
pace with data-storage demand, which 
doubles every 18 months. 

It is not clear how much longer the disk- 
drive market will enjoy strong growth as 
new technologies such as optical storage 
and flash memory arise to challenge them. 
But as conventional, inductive heads — 
ones that work by inducing a magnetic 
field — run out of steam, which will occur 
somewhere around 200 million bits per 
square inch, head makers have another 
trick up their sleeve. 

This is an extension of thin-film tech- 
nology, which uses a magneto-resistive ele- 
ment to read data off a disk. 
The element is made of a sen- 
sitive material whose electrical 
resistance is altered by a mag- 
netic field. It can detect bits too 
small for an inductive head to 
recognise, allowing more data 
to be packed into narrower 
tracks on the disk. 

A second advantage is 
more subtle. Inductive heads 
work better on big disks, be- 
cause the faster that bits pass 
beneath them, the stronger the 
signal they produce. At the 
same rate of rotation, bits on 
smaller disks travel under the 
head more slowly, as they are 
closer to the centre of rotation. 
The result is that on small 
disks, for accuracy of reading, 
data must be stored less 
densely. 

By contrast, the signal pro- 
duced by a magneto-resistive 
head does not change with disk speed. As 
small disk drives predominate, this be- 
comes a key advantage. 

Last year, IBM shipped more than 
250,000 of its 3.5-inch disk dives equipped 
with the new type of head. Each was capa- 
ble of storing an incredible 1 billion bytes 
of data on eight disks. 

IBM has since demonstrated storage ca- 
pacities of 1 billion bits per square inch. 
Dave Thompson, the IBM researcher who 
invented magneto-resistive heads, says he 
and his colleagues have gone “well be- 
yond" even that figure in the laboratory. 
Now other companies — leading drive 
maker Seagate and Read-Rite among them 
— are jumping on the magneto-resistive 
bandwagon. m Bob Johnstone 
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ENERGY 


Stampede 


for oil 


US firms rush to explore 
Vietnamese waters 








By Nayan Chanda in Hongkong 
he waiting is over for American oil- 
| men eager to explore Vietnam's 
waters. Taking advantage of Wash- 
ington's relaxation of its trade embargo on 
Vietnam, they are arriving in Hanoi in 
droves. Six teams of US oil executives flew 

in during 10 days of February. 

But if they succeed in winning explora- 
tion rights to Vietnam's offshore fields, the 
Americans may find themselves caught in 
the middle of a territorial dispute between 
Vietnam and China. | 

According to highly placed Vietnamese 
sources, the principal concessions for which 


Enter the Americans 


the US firms are preparing 
bids are in the Thanh Long, 
or Blue Dragon, field. This is 
close to a disputed area of the 
South China Sea that Peking 
has awarded to US-based 
Crestone Energy Corp. 

A foreign oil official in Hanoi says 
Thanh Long is one of the last promising 
areas in water depths of less than 200 me- 
tres. "Being so close to Dai Hung [a Viet- 
namese field where oil has been found in 
commercial quantities], it obviously has a 
lot of potential,” the oil official says. The 
Thanh Long concessions, expected to be 
awarded in March, will fetch a high price, 
he says. 

Hanoi may have other reasons for wel- 
coming the Americans. One of them is the 
implicit diplomatic insurance against 
China that American activity in Thanh 
Long may provide. Hanoi protested 





strongly last May when Peking granted 
Crestone rights to explore the area nearby. 
Vietnam considers the Crestone concession 
to be part of its continental shelf, but China, 
which claims the entire South China Sea, 


operations. Washington has stayed neutral, 


saying it will not take responsibility for the | 


The US oil companies that have recently | Ch inese province blocks 


actions of US firms. 


sent teams to Hanoi include Mobil, Unocal, 
Amoco, Exxon, Conoco and Marathon, ac- 
cording to Vietnamese officials. Whereas 
previously they were limited by the US 





embargo to gathering information, they are | 
now making concrete preparations to enter | 


bids. According to a senior official in Wash- 


ington, the change reflects a US decision in | 


December to permit test drilling by Ameri- 
can companies. Actual production must 
still await the final lifting of the embargo, 
though many believe that is near. 

The relaxation of the embargo never- 
theless ends the enforced inactivity of 


their competitors grab earlier concessions. 
The Dai Hung, or Big Bear, field was re- 
cently awarded to a consortium of Austral- 
ia’s Broken Hill Proprietary Co. (BHP), 
Malaysian state-owned oil 
firm Petronas, France's Total 
and Sumitomo Oil of Japan. 
BHP says it will spend US$1.8 
billion to develop the field, 
which holds an estimated 
700-800 million barrels of re- 
coverable oil worth US$16 
billion at current prices. 

Dai Hung is near Viet- 
nam's only productive off- 
shore area, the Bach Ho 
(White Tiger) field. The Rus- 


lion tonnes. 

The foreign oil executive 
in Hanoi says US firms are ru- 
moured to be talking to Viet- 
nam about moving into Bach 
Ho. Vietnamese officials pub- 
licly deny the rumours; pri- 
vately, however, they com- 
plain that the Russians are us- 
ing outdated techniques and have poorly 
husbanded Bach Ho's reserves. 

"In their haste to pump more oil the 
Russians have been damaging the field,” 


sian-Vietnamese joint ven- | 
ture which operates Bach Ho 
last year produced 5.4 mil- | 





says the Washington official. “There are | 


reports that sea water has seeped into oil- 


bearing layers." The official believes the | 


Vietnamese may ease out the Russians al- | 


together once US firms are able to begin 
full production. 

One American company has meanwhile 
reached a deal without waiting for the new 
round of bids. Mobil will "farm in" to a 
concession in the Dai Hung field held by 
Japan’s Arabian Oil Co. 
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TRANSPORT 


Stuck in 


has said its navy will protect Crestone’s | 


first gear 


Sea-Land truck licence 





By Carl Goldstein in Canton 


n attempt by US shipping giant Sea- 

Land to enter China's huge inland 

trucking market has become the lat- 

est trade dispute to threaten relations be- 
tween Peking and Washington. 

Sea-Land believes it was promised a li- 

cence to operate its own container trucks 

between Hongkong and Canton, starting 





| from 1 March, when Washington and Pe- 
American companies, which had to watch | 


king extended a shipping agreement last 
September. It now appears that the 
Guangdong provincial authorities are 
threatening to renege on the promise, rais- 
ing the ire of US officials. 

"We are pressing the Chinese to open 
their intermodal trucking market," says a 


| US maritime official in Washington. "We're 


interested in doing whatever we can to 
help US companies remove these impedi- 
ments to fair trade." Intermodal operations 
refer to services like trucking and ware- 
housing, which many international ship- 
ping lines offer. 

The official's comments raise the possi- 
bility of sanctions if the dispute is not re- 
solved. These would probably deny Chi- 
nese shippers access to US ports. 

More immediately, the dispute will col- 
our the atmosphere in Washington under 
which other bilateral issues — especially 
China's continued access to most-favoured 
nation benefits — will be discussed by the 
Clinton administration. 

There are some indications that Sea- 
Land may be getting caught in the middle 
of a Chinese bureaucratic wrangle. The 
1992 shipping-pact extension, like earlier 
agreements, was negotiated between Chi- 
na's Ministry of Communications and the | 
US Maritime Administration. But it is the | 
provincial-level Commission on Foreign 
Economic Relations and Trade (Cofert) in 
Canton that is throwing up roadblocks to 
its implementation, according to a foreign 
observer in the city. That raises the possi- 
bility that Cofert is trying to protect the 
interests of Sinotrans, a shipping agency 
and carrier that it controls. 

Rather than simply granting Sea-Land 
licences to operate 40 container trucks ply- 
ing the route between Hongkong and the 
provincial capital, as originally promised, 
the Canton authorities are arguing that Sea- 
Land should participate in an open bid- 
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ding process with other companies. 
Industry sources say this would 
place Sea-Land in an unfair position 
against Chinese companies or agen- 
cies that are exempt from paying 
certain costs that foreign carriers 
must bear. 

China has long placed strict lim- 
its on foreign shippers’ access to its 
market, even as Chinese lines like 
China Ocean Shipping Co. (Cosco) 
enjoy far fuller rights in the US and 
Europe. Pressure from Washington 
since 1988 has yielded some results. 
In 1991, US carriers won the right to 
open branch offices and operate 


feeder lines into mainland ports. US presses China to open its trucking market. 


Turning up the heat in the cur- 
rent dispute over trucking services, the US 
Federal Maritime Commission in early 
February formally asked Chinese and US 
carriers to provide information about the 
conditions under which they operate. 

Says the Washington maritime official: 
“This is a serious issue for us, and it’s not 
going to go away.” 

How it is settled will be of intense inter- 
est to foreign buyers of Chinese products. 
The uncertain schedules, slow shipment 
times and poor customer service that are 
the hallmark of Chinese carriers and ship- 
ping are one of the biggest obstacles to do- 
ing business in China. 
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At first glance, the dispute looks like a 
tempest in a teapot. The 40 trucks for 
which Sea-Land is hoping to get licences 
would be only a small fraction of the 2,700 
such vehicles that cross the border between 
Hongkong and China every day. 

But shippers hope to expand this 
number rapidly. "It's an important part of 
the marketing claims that Sea-Land and the 
other big shippers make to be able to say 
they can move your goods from door to 
door," says a buyer for US footwear com- 
panies. 

Sea-Land is the only US firm pushing 
to start trucking services immediately, but 
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other firms plan to follow. "We're 
trying to level the playing field so 
we can do there what they can do in 
the US,” says Richard Hiller, man- 
aging director of American Presi- 
dent Lines' operations in Hongkong, 
China, and Macau. 

China's negotiators have coun- 
tered US demands for reciprocal 
rights by contending that its carriers 
were not engaging in those activities 
in the US. American shippers have 
scoffed at those claims. 

Whatever the case, China's argu- 
ments were undermined when the 
New York-based Journal of Commerce 
reported on 11 February that Cosco 
had bought its US West Coast gen- 
eral agent, Norton Lilly International, to 
gain more direct control over its operations 
in the US. The move was described as part 
of a general reorganisation of Cosco aimed 
at helping the state-owned carrier deal 
with growing competition for container 
traffic between China and the US. 

In the first half of 1992, Cosco carried 
almost 34% of container traffic between the 
US and China. The four biggest foreign 
carriers — American President Lines, Dan- 
ish line Maersk, Mitsui of Japan, and Sea- 
Land — could only manage a 29% share of 
the trade together, according to the Journal 
of Commerce. a 
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Rod Wright, Ogilvy & Mather's 
managing director for Asia. Lipton's 
Taiwan ad features a bicycle ride by 
two women, which for Indonesians 
is too small a group to convey 
friendship. Lipton will film a group 
of college friends for its ad on local 
TV there, to impart a sense of com- 
munity. А South Korean version, to 
illustrate a more-purposeful friend- 
ship, is under development. "In Ko- 
rea, you can't relax with a friend by 
doing nothing. You must achieve 
something," Wright says. 

Kodak streamlined the execution 
process for its Gold II campaign. 
Through exhaustive bottom-up 
planning, Kodak and J. Walter 
Thompson created a single story- 
board for 12 markets and filmed two 
basic versions: Asian talent for a 
pan-Asian spot and Western actors for the 
Australia/New Zealand market. Near- 
identical vignettes of family get-togethers, 
young adults at leisure and children at play 
are linked by scenes of bi-planes, painted 
in Kodak's trademark red and yellow, 
streaking across a blue sky. The spot ends 
with what project coordinator Howard 
Karel calls a "David Hockney-like collage 
of snapshots forming pan-Asian memories 
and united by the Kodak rainbow." 

The actors, a mix of ethnic Chinese, 
Thais and Malays are recognisable as Asian 
but not otherwise distinguishable — in or- 
der to make them acceptable to the most 
ethnocentric viewer. Some scenes were 
filmed in Malaysia, whose ethnic diversity 
and "local content" requirements have 
made it the central casting of pan-Asian 
advertising. 

Sensitive to local customs, Kodak 
avoided beach scenes in the version aired 
in Muslim countries. When post- 
production testing in Thailand 
showed that viewers thought a cer- 
tain actress’ dress was old-fashioned, 
a yuppier — but decidedly less 
Asian — vignette was substituted. 


It shows an Australian woman 10- 


waterskiing. By flashing the film box 
only in the last segment, Kodak can 


splice in the various packaging it 8- 


uses in Asia. There are no talking 
heads, so local language voice-overs 


can be mixed cleanly. Kodak's de- 6- 


sire to fine-tune the ads for specific 
markets — and the problem posed 


by packaging — persuaded it not to 4- 


use StarTV. The commercial is aired 
on local TV stations. 


Kodak estimates it saved more H 


than 50% of what it would have cost 
to shoot separate commercials for 


each target market. Most of the 0 


US$800,000 budget was paid by the 
regional office with pro-rated contri- 
butions from country offices. 

While cost-effectiveness may be a 


» дей has half the world’s population; - 


and will have two-thirds by the year 2000 


» Only four of the world's largest 
cities will be non-Asian һу 2000 © 


The number of affluent Asian households 
(annual income of US$30,000 or more) 
will rise by 50% by 2000, to 51 million - 

» Asian per-capita GDP will double by 2000 

> Asia has 240 million TV households, up - 
`70% іп the past five years (compared with 
4.396 growth in Britain and 6.7% in the US) 


Source: J. Walter Thompson 


compellingyargument for pan-regional ad- 
vertising, Budgeting can be a pitfall. Intra- 
company turf wars abound. Successful 
country managers resent taking orders 
from a regional manager, and in some 
cases having their ad budgets comman- 
deered for'a regional campaign. Ad execu- 
tives say funding disputes occasionally 
scupper plans for buying time on StarTV. 

Yet important structural changes are 
taking place in the ad industry. Advertis- 
ing "is moving from laissez-faire to more 
centralised planning," says Raymond 
Trapp, who heads regional development 
for Asia at McCann-Erickson Worldwide. 
He cites clients like Coca-Cola and Gillette, 
whose US head offices keep tight reins on 
marketing strategy, and recent converts 
like Johnson & Johnson, which are aban- 
doning their faith in autonomous profit 
centres. Wright of Ogilvy & Mather credits 
StarTV with prodding clients to develop 
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z clearer lines of communication and 

& control. 

3 The structure of ad agencies 
themselves is changing too. The 
creation of pan-Asian strategies 
gives them access to larger budgets 
but also demands higher-level 
management attention. J. Walter 
Thompson has six regional account 
directors now, compared with two a 
few years ago. “In the short-term it’s 
costing more money,” says regional 
boss Fairnington. 

In their search for economies of 
scale, many advertisers are forming 
sub-regional rather than pan-Asian 
strategies, framed by linguistic or 
cultural groupings, such as the over- 
seas Chinese. Because Asia contains 
two fledgling mass markets — 
China and India — some pass on 

pan-Asianism altogether. Apple Computer, 

which is preparing to thrust into China this 
year, is an example. 

One element all advertisers want is flex- 
ibility, as the region’s fragmenting media 
attest. In print, new publications have been 
launched, and the mainstay regional out- 
lets — the REVIEW, Asian Wall Street Jour- 
nal, Time and Newsweek — now allow ad- 
vertisers to buy all of Asia or any part it. 

Print has traditionally been the only 
measurable medium for regional advertis- 
ing. The best indicators show regional print 
advertising is a small and diminishing por- 
tion of Asia’s ad market, less than 5%. The 
Leading National Advertisers/Rome Re- 
port, which tracks print media, says that in 
the first half of 1992, pan-Asian ad expendi- 
ture totalled US$75.4 million, up 7.1% from 
a year earlier. Yet less ad space was sold. 
Adjust for inflation, and expenditure 
proves stagnant. 

As StarTV demonstrates, re- 
gional Tv ad expenditure is clearly 
rising. Andre Nair, group media di- 
rector at Ogilvy & Mather in Hong- 
kong, predicts StarTV alone could 
surpass regional print in advertis- 
ing revenue this year. 

Even though domestic media 
will continue to be the main benefi- 
ciaries of Asia’s consumer boom, 
StarTV has focused attention on 
new possibilities. Faced with frag- 
menting media and clients’ diversi- 
fying needs, advertising in the re- 
gion is becoming more difficult. 
Now StarTV has revived the debate 
about how to define a region that 
may defy definition. Even J. Walter 
Thompson, a leader in regional ad- 
vertising, concedes that Asia should 
not be looked at as a whole. Con- 
fused? So are a lot of people. Sur- 
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92 уеуіпр the communications land- 


scape, StarTV's Robert Wilson says: 
"You have to have a dextrous mind 
to keep all this straight." " 
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China's ad 
boom 


The front page of Shang- 
hai's Wen Hui Bao newspa- 
per was all propaganda on 
25 January, but not of the 
official kind. For the first 
time in China since the 
1949 communist revolu- 
tion, the news was edged aside by a full- 
page advertisement, placed by Xileng 
(“western cold"), an air-conditioner maker. 

Xileng’s timing is not as ironic as it 
might appear. Economic reforms have put 
the long-subsidised media on alert to be- 
come financially self-sufficient. And com- 
petition for a share of China’s roaring con- 
sumer market is forcing companies to 
spend ever more on advertising. 

Last year, ad expenditure rose 40% to 
Rmb 5 billion (US$862 million), says the 
State Administration of Industry and Com- 
merce, which oversees the ad industry. The 
administration expects that figure to rise at 
least 30% this year, placing China’s ad in- 
dustry among the fastest growing in Asia. 
Still an infant, advertising represents a mi- 
nuscule part of the economy. While its 
share of GDP rose to 0.13% in 1991 from 
2,05% in 1984, it remains far below Hong- 
kong's ratio, 1.2%. 

The world's major ad agencies, having 
rushed into China to serve their multina- 
tional clients, are now recording annual 
billings growth of up to 100%. Because of 
high overhead costs and low commission 
rates, however, only a few of China's 55 
advertising joint ventures are turning prof- 
its. Meanwhile, they are helping improve 
the quality of advertising deemed so in- 
sipid that it drew criticism from the Com- 
munist Party's leading couch potato. 
Propaganda chief Li Ruihuan last year 
blasted domestic television as "garbage" 
and many of its commercials as stupid. 

Deadpan pitches for industrial products 
are on their way out. So are utilitarian 
hard-sells, like emphasising a watch's war- 
ranty. Madison Avenue's disciples are re- 
placing them with more lively ads which 
try to imbue products with personality. 
Naturally, Western symbols are in. Xian- 
lanssen, a joint venture, boosted sales of its 
Vermox de-wormer for children by creat- 
ing "Captain Vermox," modelled on popu- 
lar superhero cartoon characters. V-Corn 
cooking oil uses baseball to connote 
healthy activity. 

These ads are striking a chord with con- 
sumers. Ron Cromie, general manager of J. 
Walter Thompson China, says a Nescafe 
commercial , showing two friends playing 
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the saxophone, has generated fan mail. 
"This reflects a market in which the quality 
of ads is higher than the quality of pro- 
gramming," he notes. 

China's diversity often requires agen- 
cies to devise ads that vary for Peking, 


Shanghai and Canton, not to mention the | 


hinterland. But the challenges do not end 
once the ads are created. Placing them is a 
headache. Because most newspapers have 
just four pages, ad space is limited and 
booked one to three months in advance. 
Hongkong clothing chain Giordano en- 
countered both problems last year when it 
opened a store in Canton. To make a 
splashy debut, it bought all the ad space in 


a local newspaper, even paying extra to | 


remove previously booked ads. 

For the burgeoning TV industry, the 
space shortage can be more acute as adver- 
tisers feast on some of the cheapest rates in 
the world. Just US$9,000 buys 
advertiser 30 seconds of prim e on 
state-run Central China Television (CCTV), 
which claims that 600 million people watch 
its nightly news. A comparable spot on 
Hongkong's most popular station costs 
US$9,800, but reaches an iota of CCTV's au- 
dience. 

Local TV stations are raking in ad rev- 


enue, including hard currency, thanks to | 


China's three-tiered rate system. Ads for 
joint-venture products cost 30-40% more 
than those for local products, while those 
for imported goods cost up to 10 times 
more and must be bought in hard cur- 
rency. Good relations with ту stations are 
a must, and businessmen avidly court 
broadcasting executives. 

“If you want to get rich and be offered 
trips abroad, go work for a TV station," 
says Clifford Torng of Saatchi & Saatchi. 
Adds Leonie Ki, chairman of Grey Hong 
Kong and Grey China: "We would rather 
pay more in rates than have to bri 
They will — ССТУ and Shanghai TV is 
raising ad rates for foreign products by 
30% and for joint-venture products by 
more than 100%. 


Other vagaries pass unchallenged by | 


advertisers grateful for any outlet. During 
the Communist Party congress in October, 
a Peking TV station removed from a soap 
ad a shower scene showing a woman's 
lathered shoulder. As soon as the ageing 
cadres left town, the segment was 
reinserted. 

Despite such caprice, ad agencies bull- 
ish on China are hurriedly training local 
managers who cost little and can bring in 
big Chinese accounts. Nanfeng Pharma- 
ceutical, which makes the “999” stomach- 
ache remedy, spent an estimated Rmb 100 
million on advertising in 1992, twice 
Ogilvy & Mather's total billings for the 
year. After having to suspend its ads a few 
years ago because it ran out of stock, 
Nanfeng understands the power of adver- 
tising. m Jonathan Karp 
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MARKETING 


Rock around the clock 


MTV's 24-hour programming targets the young 


Daniel Ng once spent a 
. | frustrating weekend with 
| satellite TV.-Every time he 

| wanted .to.catch the BBC 
news, his 18-year-old 
daughter was watching 

— ^ MTV Asia. “I Жоғ pre- 
еей” у tis Ng who is McDonalds' 
general manager for. Hongkong. Losing 
every tug-of-war over the’ ‘remote control, 
he e in and watched. ғ 

Luckily for MTV, hediked what he saw. 
The following Monday, ‘when the music 
video channel’s executives dumped a pile 
of fan mail on his desk as part of their 
pitch, he was already sold on the idea of 
advertising McDonald’s on MTV. The only 
market research needed was conducted in 
his own living room. 

Music Television Asia, or just 
plain MTV, seems set to become as 
much a household word in Asia as 
it is in North America and Europe. 
Known for its dizzying camera 
work, breathless jump cuts, surreal- 
istic animation and inane un- 
predictability, MTV has revolution- 
ised the music industry in the West, 
where it is a by-word for the cutting 
edge of youth culture. 

MTV offers perhaps the strongest 
reason for television advertisers to 
consider regionwide campaigns. 
While other satellite channels offer 
programmes, MTV offers itself: an all- 
music channel that speaks directly 
to the young, or young-at-heart. 
MTV Asia has tailored itself for ad- 
vertisers who want consumers aged 12-25 
to associate their products with the me- 
dium that is defining Asia's pop culture. 
МТУ itself embodies the lifestyle that ad- 
vertisers want to sell. 

MTV Asia was set up in September 
1991, in a 50/50 joint venture with StarTV, 
a subsidiary of Hongkong's Hutchvision, 
and Viacom International, the US-based 
parent company of MTV. MTV began in the 
US 11 years ago, and has adapted its suc- 
cess in affiliate companies set up in Eu- 
rope, Australia and Brazil (with MTV Ja- 
pan on the way). Asians receive it as part 
of their StarTV programming. 

MTV's concept is simple: create a 24- 
hour music channel that airs videos pro- 
vided free by record companies. In return, 
they get free airplay, which boosts sales. 
Hire a handful of youthful video jockeys 
(vjs) to host the show, and art students to 
create animated graphics based on the dis- 
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tinctive MrV logo. Throw in MTV sports, 
entertainment news, music countdowns 
and rockumentaries. Mix well and sell ads. 
Now МТУ has hit Asia with all the force 
of a 2,000-megawatt amplifier. Available in 
38 countries spanning eight time zones, it 
has become ^an addiction," says Sunil 
Menghrajani, marketing manager at Bom- 
bay record company Magnasound India. 
Many of MTY Asia's principal adverti- 
sers have stayed loyal to the music channel 
as it has spread worldwide from the US. 
Coca-Cola, Nike and Levi Strauss have 
long found the channel ideally suited to 
their youth marketing. Going pan-Asian is 
a logical step in their global strategy. 
MTV’s appeal, says Meenakshi 
Madhvani, director of media buying for ad 





MTV Asia's Darren Childs vets 50 new videos a week. 


agency Lintas India, is that it “cuts across 
borders and cultures; it's a subculture in 
itself.” The environment in which people 
watch MTV is unlike traditional television, 
she says. "It's zany and irreverent, and ca- 
ters to the free spirit in people who are 
always looking for something new to try." 

Of course, advertisers know that even 
free spirits worry about things like halito- 
sis. Hindustan Lever advertises Close-up 
toothpaste on MTV's prime-time Top 20 
Countdown, one of the channel's most 
popular programmes. Madhvani says the 
brand is "in sync with the мту lifestyle, of 
music and youngsters and guys having a 
good time because they don't have bad 
breath." 

Most Asian companies on MTV, like 
Hindustan Lever, which sells only in India, 
are advertising to reach their local markets. 
MTV has tailored its music programme to 
give a more local feel to the station accord- 
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ing to time zone. For example, kids in In- 
dia are still in school when Taiwanese teen- 
agers are watching "Gone Taiwan." 

However, most potential local adverti- 
sers have adopted a wait-and-see attitude 
towards MTV, says Lintas's Madhvani. 
Many find risky the idea of niche market- 
ing through a medium that is untested in 
Asia. They prefer terrestrial television, with 
its broader demographic reach, she says. 

But there are a few Asian firms which 
see МТУ as a good way to promote their 
regional aspirations. Hongkong's Giordanc 
clothing retailer peddles its jeans in an ad 
featuring young, well-dressed Chinese 
backpackers exploring exotic terrain. 
Kwality Ice Cream and motor-scooter 
maker Bajaj Motors, both Indian concerns, 
have opted for MTV as a way of expanding 
sales beyond their border, and Polygram 
Taiwan signed a US$500,000 ad contract 
with MTV in January as part of its push intc 
China. MTV Asia currently carries 45 sepa- 
rate advertisers. 

Although anecdotal evidence suggests 
overwhelming popularity for мту, the sta- 
tion has no independent figures on 
viewership. MTV offers fan letters 
and tapes of telephone hótline re- 
quests as proof of MTV’s reach, leav- 
ing advertisers like McDonalds' Ng 
to rely on "intuition" rather than 
hard numbers. 

The toughest part of creating MTV 
Asia was finding quality Asian vid- 
eos that would give the station a lo- 
cal feel, says Darren Childs, MTV 
Asia's head of programming. Mu- 
sic-video production was non-exist- 
ent in most countries. In India, the 
closest thing to a music video was a 
Hindi movie with a scratchy sound- 
track, and the few local efforts 
amounted to little more than dispos- 
able love ballads cranked out by do- 
mestic television studios. These 
reach "burn out" too soon, says 
Childs, who believes a successful video 
(like a successful ad) should look good to 
somebody watching it for the 200th time. 

Local record companies were quick to 
take up the artistic challenge, and are reap- 
ing the rewards. Magnasound India's 
Menghrajani says it cost his company only 
US$5,000 to produce a video featuring In- 
dia's first Hindi rap tune, by local artist 
Baba Segal. The album ended up selling 
500,000 copies. Childs says the Asian con- 
tent of its programming has risen from 5% 
when the channel first aired, to as high as 
50% at certain times of the day. The station 
has "broken" formerly unknown acts and 
turned them into regional stars. 

Take Tang Dynasty, a Peking-based 
heavy-metal band rescued from obscurity 
when МТУ decided to air its video. Twelve 
weeks and a couple of hundred broadcasts 
on MTV later, the band's album sold 500,000 
records in China, and was the biggest-sell- 
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: IN vns НОУУ САМ YOU TRUST 
number should be the same no YOUR UDGMENT, {Р YOU 
matter who's giving it to you. CAN'T т UST THE NUMBERS? 


But what about in practice? 

What if the number is from an 
unknown source? Orisa trifle delayed? 

Then it's a number that can ruin a 
brilliant decision. A truly unfortunate 
outcome whose prevention has always 
been the highest priority at Dow Jones 
Telerate. 

The new Telerate Treasury 5005М 
package, for example, is the exclusive 
provider of Cantor Fitzgerald num- 
bers, the premier pricing source for 
active Treasury issues. And now the 
basic service includes 24-hour cover- 
age of the entire scope of government 
securities, among them Off-the-Runs, 
live basis trading, zeros and agencies. 

But the value of these numbers only 
becomesapparent when youuse them. 

They're live, they're attributable, 
and they're completely tradable. 
There's no need to find out who bid 
what and when. And when you set out 
to analyze the data, you're working 
with real trading prices. 

In addition to Treasuries, we also 
deliver thousands of pages of numbers 
on the foreign exchange and energy 
markets. Numbers worthy of your trust, 
and available to you at the push of a 
button or two. 

That is, if you uncross your fingers. 

For more information, call your local 


Telerate representative. 
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The Far Eastern Economic Review, Asia’s most influential 
magazine, now offers even greater penetration of the region’s 
business leaders and affluent consumers. 


Now you can enhance your advertising campaign in the Review 
with a multilingual reach into any of six key markets — and earn 
free bonus pages when you do. 


Only one magazine in each country has been selected for its ability 
to extend on the Review’s reach into the rich pool of local leaders. 


“Asia As You Like It” is innovative as a marketing strategy 
because it provides you the most attractive benefits of both 
international and local media. And, with effective discounts starting 
at 12.5%, it’s a resourceful media plan tailor-made for the 90's. 


Until Asia speaks a common language, “Asia As You Like It" is 
the most intelligent method yet devised for you to communicate. 


For information call the Far Eastern Economic Review’s 
Tom Harter at (852) 508 4461 or fax (852) 503 1537. 
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been trying to buy land for a new Tokyo 
ring road, for instance, and have met stiff 
resistance from residents affected by the 
route, 
22 A final reason for the muted impact has 
been the result of turf battles among differ- 
‘sent bureaus of the Ministry of Construc- 
tion, as well as scores of regional and mu- 
“nicipal bodies. The in-fighting has been es- 
pecially fierce this year when tax revenues 
are falling. 

"Budget allocation is decided by groups 

within the ministries and by regions. And 
;the most fundamental issues are an in- 
“crease in the share of the budget and the 
rate of that increase," says Tokonosuke 
: Hasegawa, executive director of the Re- 
search Institute on Construction and 
Economy. “0.01% can often be an essential 
point of conflict." 
: More than anything else, though, it is 
^ the downturn in private construction that 
is offsetting the impact of the public-works 
г push. Private spending on buildings and 
‘related infrastructure usually accounts for 
about 70% of total construction spending 
in Japan; it rose even higher during the 
property "bubble" of the late 1980s. 
22222 Мовб analysts do not expect private- 
< sector orders to pick up again until 1994 at 
e earliest, given the enormous number of 
buildings still vacant or partly occupied. 
What is more, several huge projects that 
were to be undertaken jointly by the gov- 
^ ernment and private investors have all 
been postponed. These include the Tokyo 
"Bay waterfront redevelopment, the 
Makuhari Messe development in Chiba 
Prefecture, Minato Mirai 21 in Yokohama 
“апа Rinku City near Osaka. 

"When we look at the order situation, 
we believe that the downward thrust will 
likely continue for at least two to three 
years," says Hiroshi Fujimora, manager of 
the corporate planning department at 

< Taisei Corp., one of Japan's largest build- 

; ers, Fujimora adds that while the increase 
.in public-sector construction spending has 
helped, it cannot make up for the severe 
slowdown in new private-sector orders. 
: Analysts say that the latest boost to pub- 
< lic-works programmes has ironically been 
. undermined by Tokyo's neglect of public 
infrastructure in the 1970s and 1980s. Ac- 

согар to the Ministry of Finance, public- 

~ works spending by central government has 

~ not risen in real terms since 1981. Only af- 
ter including expenditure using money 
raised (since 1987) from the sale of shares 
in Nippon Telegraph & Telephone has 
there been a significant increase in the pub- 
lic-works budget. 

The primary reason for the stagnation 
-before 1987 was the Ministry of Finance's 

successful effort to control the Japanese 
government deficit. By the time attention 
was refocused on increasing and improv- 
ing the stock of public infrastructure, an 
unprecedented private-sector construction 
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boom was underway and most Japanese | 


contractors were already working flat out. 
Because margins on public sector projects 
were generally less than those on private 
jobs, contractors preferred the latter. 

One visible result of this state of affairs 
is that Japan lags most other industrial na- 
tions in the development of its infrastruc- 
ture. Although its per-capita income ex- 
ceeds the other top six industrial econo- 
mies, Тарап falls far short in terms of hous- 
ing area per person, the ratio of express- 
ways to other roads and the area of parks 
per person. 

Economists say that a less visible, but 
still harmful, side-effect of the govern- 
ment's negligence is the barriers it has cre- 


ated to a speedy upturn in public-works | 
spending. The government's stock of prop- | 
erty for public projects, for instance, de- | 
clined from about 1.32 years' worth of us- | 
able land in 1981 to 0.93 years' worth in | 


1988, according to officials at the Ministry 
of Construction. 


"Pre-acquisition of public land de- | 
creased significantly during the bubble | 


years," says Hasegawa. "During these five 
or six years, land prices were going up so 
fast that landowners constantly deferred 
sales in the hope of a higher profit." 
Mikio Kunisawa, a director at the big 
civil-engineering firm Nishimatsu Con- 
struction, says that roughly Y40 billion out 
of a total #300 billion in government orders 


his company received last year could not | 
be immediately executed because the land | 
had not been assembled. It is no surprise | 
then that the biggest public-works projects | 


now underway — a bridge across Tokyo 


Bay, three bridges linking Honshu Island | 


with Shikoku Island and the Kansai Inter- 


national Airport — are either over water or | 


being built on land reclaimed from the sea. 

Making matters even more difficult is 
the fact that fiscal 1991 and 1992 marked 
the first two years of a decade-long com- 
mitment made by the Japanese Govern- 
ment to the US to spend Y430 trillion on 
improving infrastructure. "There are a lot 
of major projects being launched that take 


longer to survey and plan than the usual | 
says Barclays de | 


public-works projects," 
Zoete Wedd analyst Mark Brown. 
Perhaps that is why most of the cur- 
rent public-works activity is aimed at reno- 
vating existing infrastructure. Since the 
budget was passed in mid-December, fly- 
ing squads of construction workers have 
descended at night on central Tokyo's 


streets. Their task: digging up and replac- | 


ing curbstones and paving. 


Still, say executives, there is hope on | 


the horizon that the fiscal stimulus may fi- 
nally be having an effect. Nishimatsu's 


Kunisawa notes that orders for housing fi- | 
nanced Бу the public sector shot up 94% | 
year-on-year in December. "This is unprec- | 


edented and may be the start of something | 
promising," he says. п 
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COMMUNICATIONS 


Open 

lines 

Philippine phone firm 
faces challenges 


By Rigoberto Tiglao i in Manila 


Р hilippine President Fidel Ramos has 


put the official handwriting on the 
wall for Philippine Long Distance 
Telephone (PLDT). On 12 February, he pre- 
sided at the Singapore signing ceremony 
for a joint-venture project between Globe 
Telecom of the Philippines and Singapore 


| Telecom International that hopes to take a 


| big piece of the action away from PLDT's 
monopoly. 

Details of the project have not been dis- 
closed, but sources close to Globe Telecom 
say Singapore Telecom will assist the Phil- 
ippine company in operating an interna- 
tional-telephone gateway in Manila. Singa- 
pore Telecom, considered one of the most 
advanced telecommunications companies 
in the world, is also believed to be inter- 
| ested in acquiring an equity position in 
Globe Telecom. 

Analysts say strong support from 

Ramos and Singapore Telecom would en- 
able Globe Telecom to mount a serious 
| challenge against PLDT. They say interna- 
tional telephone calls make up about 60% 
| of PLDT's earnings. 
Globe Telecom is controlled by one of 
| the Philippines' biggest companies, Ayala 
| Corp., which has а 39% stake. The telecom 
| company's 1991 after-tax earnings, the 
most recent statistics available, totalled P52 
; million (US$2.1 million) on revenue of P418 
million. 

In another Ramos-supported challenge 
to PLDT, Digital Telecommunications 
Philippines received the go-ahead on 15 
February from the Transport and Com- 
munications Department to operate two 
government-managed telephone systems 
| on northern Luzon Island. On 8 February, 
chief presidential legal counsel Antonio 
Carpio overturned a ruling by former 
justice secretary Silvestre Bello that stopped 
| the department from awarding the P40 
billion contract to the company last 
| year. 
| More competition for PLDT could be on 
| the way. On 12 February, Solicitor-General 
| Каш Сосо asked the Supreme Court to re- 
verse an August 1992 decision that blocked 
Eastern Telecommunications from operat- 
ing an international-telephone gateway in 
| Manila. An answer from the court is ex- 

| pected soon. " 
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TAXATION 


Fiscal carrot 


Singapore promises reform will lower tax burden 


he Singapore Government says its 

і proposed 3% goods-and-services 

tax for next year, coupled with cuts 

in income tax to be announced later this 

year, will lower the tax burden of most Sin- 

gaporeans and help the country's competi- 

tiveness. Industries that depend heavily on 

foreigners — such as retailing, financial 

services and tourism — hope the govern- 
ment is right. 

If the goods-and-services tax is success- 
ful, its impact on the business sector could 
be beneficial. In addition to fuelling entre- 
preneurship, the government says, the tax 
will entice more foreign companies to in- 
vest in the island republic. 

But big and medium-sized retailers are 
worried. They warn that the tax 
could tarnish Singapore's repu- 
tation as a shoppers' paradise 
and have a serious impact on 
the economy if tourists turn 
elsewhere for bargains. 

Teh Ban Lian, chairman of 
the Singapore Retailers Asso- 
ciation, says it will be difficult 
for retailers to absorb the tax's 
impact without raising prices. 
He says about 2% of their rev- 
enue will need to go towards 
administering the charge. 

The government, however, 
does not expect the tax to raise 
inflation significantly. It says 
the 3% rate will not be raised 
for five years after the tax's im- 
plementation. And to allay 
fears among retailers, the gov- 
ernment says it is open to sug- 
gestions about a rebate system 
for tourists taking goods out of 
the country. 

Government officials also 
point out that the tax-reform 
plan, which was announced on 
9 February in a White Paper, is 
an attempt to reward enter- 
prise. They stress that a major 
part of the reform effort is to 
stimulate economic growth by 
reducing the tax rates for cor- 
porate earnings and personal 
income. 

Finance Minister Richard 
Hu says 79% of Singapore's 
registered businesses will be 
exempt from the tax as their 
annual revenue falls below a 
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561 million (US$606,000) threshold. At this 
level, nearly all retail shops will be exempt. 
But the experience of other countries indi- 
cates that some exempt businesses may opt 
to join the plan in order to collect taxes 
from suppliers. 

The proposal for the goods-and-services 
tax is to be submitted on 26 February to 
Parliament, where it is expected to passed 
quickly into law. The White Paper calls for 
the tax to be implemented in April 1994. 

At the same time, the government is 
expected to announce reductions in the tax 
rates for corporate earnings and personal 
income. Analysts expect the cuts to be 
about three percentage points. The highest 
corporate tax rate is currently 30%, while 
the highest personal income tax is 33%. 

The government says its plan to tax con- 
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sumption rather than profit is motivated 
by two factors: to make Singapore, which 
depends heavily on foreign investment, a 
competitive place for foreign investors 
seeking a low tax regime, and to provide a 
greater incentive for Singaporeans to be- 
come entrepreneurs. 

Finance Minister Hu said the govern- 
ment does not intend to raise more reven- 
ue through the goods-and-services tax. The 
government surplus grew to 585.7 billion 
in 1991, the latest year for which figures are 
available, from $$3.2 billion a year earlier. 

Hu said revenue will fall because earn- 
ings from the tax will not offset the de- 
clines in taxes on corporate and personal 
taxes. He also said the government plans 
to increase the threshold for paying income 
tax so that the percentage of households 
exempt from the tax rises to 50% from 10% 
currently. 

The White Paper says essential goods 
and services or those that are consumed in 
large quantities by the poor will not be ex- 
empted, in order to limit abuses. It says the 
tax will be kept as broad-based as possible, 
with other taxes being reduced or certain 
subsidies being increased to prevent the 
, poor from paying too much in 
$ taxes. 
2 But residential-property 
transactions, which are subject 
to other levies such as stamp 
duty, will be exempt, as will fi- 
nancial transactions in the off- 
shore Asian Currency Unit, in- 
terest charges and life insurance 
policies. 

Exports and services ren- 
dered outside Singapore, such 
as airline tickets or courier com- 
panies that carry parcels outside 
the country, will also be exempt 
from the goods-and-services 
tax, but transport companies 
such as bus companies and cou- 
riers that transport goods 
within Singapore will not. 

Indirect taxation in Singa- 
pore is not new, and high levies 
and taxes already exist on such 
items as cars and liquor. In 1991 
the government estimated that 
about 40% of its revenue came 
from indirect taxes, with the re- 
mainder coming from corporate 
and personal income taxes. 

While the government is 
holding out a carrot to Singapo- 
reans in the form of lower tax 
rates for corporate earnings and 
personal income taxes, some in- 
direct taxes are likely to remain 
unchanged or be reduced only 
slightly. If this turns out to be 
the case, the goods-and-services 
tax may end up being just an ad- 
ditional form of indirect tax for 
companies and individuals. ж 
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ECONOMIES 


Not so fast 


Malaysian growth slows from breakneck pace 





By Doug Tsuruoka in Kuala Lumpur 





usinessmen flying back to Malaysia 

from overseas trips are noticing a 

funny thing: while economic activ- 
ity in most countries is slowing due to 
weak recoveries in the US and Japan, Ma- 
laysia is persistently reporting some of the 
highest growth rates in the world. 

“When you go to the United Kingdom 
and Europe things are very different," 
notes one Kuala Lumpur business consult- 
ant. “This is very worrisome . . . Malaysia's 
figures are too good to be true." 

So it seems. Bank Negara, the central 
bank, reported 16 February that gross 
domestic product grew at a lower-than- 
expected annual rate of 6.4% in the third 
quarter of 1992. That was down sharply 
from the 9.1% rate in the second quarter 
and the 9.6% rate in the third quarter of 
1991. The government originally had ex- 
pected the third-quarter number to be 
slightly above 8%. 

As a consequence, both government 
and private-sector analysts reckon that 
Malaysia will find it impossible to meet the 
8.7% СОР target for all of 1992 issued by 
the central bank last March. "Growth for 
the year could fall to 7.5% — probably 
795," says an economist for a leading Ma- 
laysian think-tank. That would represent a 
drop from 8.8% growth in 1991 and 9.8% 
in 1990. 

A mild slowdown has been expected 
for more than a year and was, at first, wel- 
comed by planners as a way to ease infra- 
structure bottlenecks and inflationary 
buildups. But the worse-than-expected fig- 
ures have reinforced feelings among ana- 
lysts and investors that the economy is 
slowing faster than the government wants. 
The data also undercut official projections 
that GDP growth will coast along at a com- 
fortable 7.5% through mid-decade. 

Even so, a 7% growth rate would still 
give Malaysia one of the world's soundest 
economies. "Some people seem to think 
that 7% СОР growth means a recession," 
notes a ruling-party insider. 

Finance Minister Datuk Seri Anwar 
Ibrahim acknowledges that Malaysia will 
be unable to meet its original 1992 GDP tar- 
get. Based on the third-quarter results, 
Anwar predicts that economic perform- 
ance for all of 1992 will weigh in at around 
8%. He blames the phenomenon on a sharp 
slowdown in the mining and manufactur- 
ing sectors. The electronics sector was es- 
pecially hard hit, increasing only 9.596 in 


the third quarter after racking up double- 
digit growth rates in the past. 

Malaysia's economy had to perform 
considerably better in the fourth quarter to 
meet Anwar's revised forecast; the fourth- 
quarter numbers will be announced next 
month. Real GDP would have had to grow 
at least 7.5% to fulfil the new 8% forecast. 

While this does not signal a crisis for 
Malaysia's economy, it is sure to intensify 
a dispute between government planners 
and private economists on the accuracy of 
the nation's official growth estimates. 
Sources close to Prime Minister Datuk Seri 
Mahathir Mohamad say that even he has 
questioned unusually optimistic assess- 
ments of Malaysia's performance in recent 


Cooling off? 


Malaysia’s quarterly GDP growth 
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meetings with central bank and Finance 
Ministry officials — suggesting that the 
debate over economic statistics will heat up 
in the months to come. 

Sources close to Malaysia’s Finance 
Ministry and the central bank say officials 
are increasingly nervous about disclosing 
even moderate declines in growth for fear 
of political repercussions. The result is that 
unusual importance is being attached to 
what are normally routine releases of sta- 
tistics. Sources close to the government cite 
this as the main reason why the central 
bank delayed the release of third-quarter 
figures by more than four weeks. 

Several private research houses and 
brokerages, in fact, suggested over a month 
ago that third-quarter СОР figures would 
show a drop. A report by the Malaysian 
Institute of Economic Research for the 
fourth quarter of 1992 showed that its key 
Business Conditions Index had dropped to 
51.4 — its lowest level since its inception in 
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1987. The report also noted that sales and 
production in most sectors of the economy 
were declining and that domestic capital 
spending was also decreasing. 

Some argue privately that Malaysia’s 
real GDP rate for the third quarter was 
closer to 6%, rather than the 6.4% reported 
by Bank Negara. Some private economists 
suggest that the government may have “re- 
vised” the third-quarter figures upward to 
minimise the impact on foreign investment 
and the financial markets. 

Anwar, for his part, asserts that soon 
to-be-released fourth-quarter results for 
1992 will show a significant improvement. 
He notes that the electronics industry grew 
a much stronger 12.9% in November, with 
similar resilience in the chemical, metal and 
rubber-products industries. He also says 
that an expected recovery in the OECD 
countries by year’s end will enable Malay- 
sia’s GDP to expand by 7.5-8% in 1993. 
Other analysts dispute Anwar's conclu- 
sion. Some warn that fourth-quarter data 
will show a similar drop-off in activity — 
to below 7%. "This is possible," says the 
chief economist for a Malaysian securities 
house. 

The latest third-quarter report contains 
some aberrations in Malaysia's past pat- 
terns of economic performance. One is a 
series of local power failures that have crip- 
pled production at many manufacturing 
plants since last September. The national 
power provider, Tenaga Nasional, which 
has blamed the situation on generator 
breakdowns, has embarked on an equip- 
ment-procurement programme to end the 
crisis. The third-quarter figures were also 
marked by unusual incidents in Malaysia's 
oil and mining sector, such as the tempo- 
rary shutdown of large oil-drilling rigs for 
repairs. 

Signs that the economy is losing steam 
do not worry many manufacturers at this 
point. Exports remain strong. Malaysia 
posted a trade surplus of M$322 million 
(US$122 million) in the first 10 months of 
last year, compared with a deficit of M$6.8 
billion a year earlier. “Our orders and in- 
quiries after Chinese New Year are still in- 
creasing," notes Yeo Kian Poh, the manag- 
ing partner of Negeri Sembilan's Chin Teck 
latex-processing factory. 

But the possibility of deeper trouble 
continues to worry some analysts. Ap- 
proved foreign investments for 1992 in- 
creased only 296 to M$17 billion. The 
number of new private investment projects 
from all sources approved for 1992 
dropped 15.396 to 882. Some stores in up- 
scale shopping malls such as Kuala 
Lumpur's KL Plaza have gone out of busi- 
ness recently and a rash of heavily dis- 
counted post-holiday sales at the capital's 
leading department stores, say retail 
sources, are designed to offset telltale de- 
clines in consumer spending since the first 
of this year. " 
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MALAYSIA 
Night-work appeal 


National power supplier 
Tenaga Nasional offered lower 
rates for factories which 
operate only at night. The 
move aims to combat an 
electricity crunch, caused by 
rapid economic growth and 
generator breakdowns, that 
has led to thousands of power 
cuts. Energy Minister Samy 
Vellu said on 14 February that 
Tenaga is importing new 
generators and arranging to 
buy about 200 megawatts a 
day from Singapore. 


SOUTH KOREA 
Mercedes car plan 


Ssangyong Motors, the 
nation's fourth-largest auto 
maker, said on 10 February 
that it plans to develop a 
medium-sized passenger car in 


Mercedes goes local. 


league with Mercedes Benz of 

Germany. The two companies 

hope to produce 50,000 cars in 

South Korea by 1996, some for 
export. Mercedes bought 5% of 
Ssangyong in October. 


Asian investment up 


China became the most 
favoured destination of South 
Korean overseas investment in 
1992, the Ministry of Finance 
said. China captured US$141 
million in actual new 
investments, up from US$43 
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million in 1991. Indonesia was 
previously No. 1. By region, 
Southeast Asia (with US$557 
million of South Korean 
investment) overtook North 
America (US$391 million). 


THAILAND 
First City woes 


First City Investment said on 
15 February that it cannot pay 
holders of its promissory 
notes. There was no official 
confirmation of reports from 
stock analysts that Bangkok 
Bank has agreed to manage 
the ailing finance firm, in 
return for a 10% stake, as part 
of a central-bank coordinated 
bail-out. The government-run 
Fund for Rehabilitation and 
Development approved a loan 
to the company, whose shares 
were suspended from trading 
by the stock exchange. 


Disclosure rules 


The Stock Exchange of 
Thailand on 12 February 
announced tougher disclosure 
rules for listed companies and 
their subsidiaries. The rules 
require notification of share 
transactions between related 
parties, including managers, 
major shareholders and their 
relatives. Executives and 
auditors with access to 
market-sensitive information 
must disclose their 
shareholdings. No date was 
set for the rules to take effect. 


NEPAL 


Currency floated 


The Finance Ministry 
announced on 12 February 
that the rupee was fully 
convertible against foreign 
currencies, ending a system of 
partial convertibility. At the 
same time the Nepal rupee 
was devalued by 3% against 
the Indian rupee. 


PHILIPPINES 
Eurobond succeeds 


The government succeeded in 
floating US$150 million in 


Cuisia looks to US next. 


three-year Eurobonds on 11 
February, taking a big step 
toward regaining access to 
international credit markets, 
from which it has been 
excluded since its 1983 
foreign-exchange crisis. The 
issue also bolsters Manila's 
confidence as it enters 
negotiations with the IMF for a 
three-year lending programme 
that the government hopes 
will be its last with the agency. 
The Eurobonds carry a yield 
of 7.92%. Central bank 
Governor Jose Cuisia said 
Manila plans to tap US and 
Japanese credit markets next 
year. 


VIETNAM 
Factory staff strike 


Workers at two foreign-backed 
factories in Ho Chi Minh City 
walked out in protest at low 


Source; REVIEW Data 


FAR EASTERN ECONOMIC REVIEW 





& 
o 
o 
m 
E] 
m 
2 
> 
2 
т 
o 





омпно OONIH 


wages. The strikes, the first 
reported stoppages at foreign 
investment projects, involved 
more than 600 workers at 
handbag maker Ree Young, a 
joint venture with Poyoong of 
South Korea, and 100 staff at 
Triumph International, a 
German-owned maker of 
women's underwear. 


JAPAN 


Traders downgraded 

US rating agency Moody's 
downgraded the credit ratings 
of trading giants Mitsubishi 
and Marubeni, citing the 
"growing risk" from their 
investments in financial assets 
and their diversifications in the 
late 1980s. The move affects 
US$2.4 billion in Mitsubishi's 
senior long-term debt, and 
US$1.8 billion in Marubeni's. 


Ad spending falls 
Spending on advertising in 
Japan dropped 4.6% to Y5.5 
trillion (US$44 billion) in 1992, 
the first decline in 27 years. 
According to a survey by 
Dentsu, ad spending may 
decline by another 1.5% this 
year. Spending on newspaper 
ads fell by 9.5%, and on ту ads 
by 1.6%. 


Bank-profits warning 


The Bank of Japan on 15 
February urged the nation's 
banks to write off non- 
performing loans, and warned 
that for the first time since 
World War II some may 
declare a loss in the year to 31 
March. 


CHINA 
Bond issue set 


The State Treasury will issue 
US$6.4 billion in bonds this 
year, Finance Ministry officials 
said. This year's issue, set for 1 
March, is 20% smaller than 
last year's and comes a month 
earlier in a bid to compete | 
with higher-yielding enterprise 
bonds. The treasury will also 
issue US$50 million in dollar 
bonds domestically — a first 


for China. 
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PRICES & TRENDS 
Commodities Currencies 0581 worth: 
Previous 3months Year Spot Previous 3 months Year 
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Aluminium —— 07 London (2 SESS tela ; : Burma* - kyat 6.265 6.265 6.265 6.265 
Current delivery (Feb) ^. 2421225: 120675 — 1,5150 128750 canada сы ine Шав ali 1.1893 
i rance 5,6188 61 5.367 5.5365 
Eos ТЕ Жете М АРТЫ ақы, Germany mark 1.661 1.6587 15922 18% 
(Coton New York СЕ З : Hongkong dollar 7.7335 7.7337 7.732 7.7545 
| ыы” Mayo 0 puc оа uci India* rupee 26.1335 26.1335 258204 25,8284 
i : i iub RP ў indonesia rupiah >. 2,067.00 - 2,067.00 2,055.00 2,007.00 
Rubber паа Lumpur (5) 14 { 124. 127, 
Current delivery (Маг. 700 23900 22350 — 21100 маре А б p a pi ve » 
Apr: онар СИ Malaysia dollar 26355 26308 2,5235 2.594 
vidue- Dhaka (126000 260.00 290.00 365.00. Nepal rupee 46.63 46.63 46.63 4270 
Palm Oil Kuala Lumpur (4) New Zealand dollar 1.9448 1.9584 19179 1.8491 
Current delivery (Feb.) 1,067.00 1,035.00 97000 898.00 Pakistan тирге 2815 26.1239 25.4745 24.6053 
. „Арг. delivery "E 999.00 Papua N.G. | kia 0.9904 0.9882 0.9826 0.9533 
|. бш NewYork Bp Philippines ^ peso 25344 25272 24829 96.15 
211. Current delivery (Mar) EE 847. 810 873 8.02 Singapore dollar 1.6499 1.6508 1.6365 1.645 
o. May delivery 902 South Korea ^ won 796.60 797.40 782.40 765.30 
Pepper Singapore (9) Sri Lanka rupee 45.009 45.009 42.953 41.7843 
2 Sarawak Asta bik 100% 182.50 190.00 19750 210.00 Switzerland ^ finc 1543 15372 1437 14655 
t uu < Chicago (5) Taiwan NT dollar 25.94 26.01 2544 25.02 
554 36740 361.20 373.20 42220 Thailand baht 2551 25.56 2550 2545 
RES 343.20 Communist China US$-Rmb 5.7855 HK$-Rmb 0.74685 Laos USS-Kip 720.00 
Maize | Chicago (6 countries: — Vietnam US$=Dong 10,510.00 Cambodia US$=Riei 2,000.00 
ae (Mar) epe 1200 21240 263.00 Other: Commonwealth of Independent States (former Soviet Union) US$=Rouble 560.00 
d Y Е : SDR1=US$1.36907 ECU1=US$1.1737 S$1-M$1.597 
t Bangkok (7) 27200 27200 26700 ^ 28200 "Official rate {Middle rate Source: Telerate for spot rates, Dao Heng Bank Ltd for official rates 
Soyabeans Chicago 15) ; а я 
Current delivery (Маг) 567.00 565.40 56060 57020 Currency deposit and bond yields 
May delivery 569.60 
КАЛ Eurocurrency and AMA currency unit эрен rates (%)t 
Cocoa — — New York (7) 3 12 10 year govt 
іштөлі delivery (Mar) =- 872.00 878.00... 1.00800. 1,075.00 15 Feb. жемі months iain months | bonds yield 
May deliv 908.00 
Coffee New York (3) us$ 3.0625 3.1875 3,3125 3.6875 6.40 
Current delivery (Mar.) 65.00 62.60 69.20 69.15 Sterling 6.125 5.9375 5,6875 550 804 
May delivery 68.35 Yen 3125 3.15625 3.15625 3.15625 449 
‘Petroleum 7. | Swiss Fr. 5.75 5,5625 5,375 5.0625 5.55 
maian ight о Tokyo (10) 18.80 1845 2070 1785 Dm 8.5625 83125 7875 725 5.96 
nto o - London (10) 1825 1835 1925 1853 А5 5.375 54375 550 5,875 8.59 
7i ; ; 4 і 
(17 M$ а ка (2) US$ ап ог (3) 056 alb (4) М$ atonne (5) USC a 60 Ib bushel а. yee 52% pd M: im 
(6) 056 a 56 Ib bushel (7 JUSS a fone (8) PSS1, Ме akg (9) S$ а 100 kg (10) US$ a barrel j i ; i 
ВМО, Chittagong/Mongla, US$ a tonne Source; Telerate, Intemational Jute Organisation tOffered rate Source: Telerate, Salomon Brothers 
vc Economic indicators, selected Asian countries 
ез Australia China Hongkong India Indonesia Japan Malaysia 
08 12 52 1.2/4) 55 35 85 
Еф усыны 10 58 44) 6 та. 8 
US$10.99b (Nov) US$46.29b (Sept) US$28.9b (Dec 91) US$4.85b (Nov) US$10.72b (Sept) US$71.43b (Nov) US$15.94b (Aug) 
US$16.53b US$40.92b na. US$2.75b US$8.48b US$70.87b US$9.91b 
221950225 (Sep-Nov)  +US$1.69b (SeptNov) - «US$0.33b (Oct-Dec) - -US$0.87b (Sept-Nov) +0981. кы e (Jun-Aug). .+US$29.72b (Oct-Dec) “1990.74 (Aug-Oct) 
+US§0.22b — ^ 4US$2.99b +US$0.27b -US$1.48b *US$13 308$28815. - 550,480 
590,416 41592445 4US$0.38b -US$0.53b +0581 [a +US$23.90b :US$0.34b 
US$10.65b US$23.28b US$33.80b US$5.06b US$8.48b/8) US$89.19b US$11.10b 
% change previous 3 months +0.6 +38 +57 26.9 4128 +18 +40 
% change учет OA +21.9 +199 +222 +143 448 4203 
months — oo КІСІНІ — US$21.50b US$3347b US$5.93b US$6.66b(8) US$59.47b ussioa7> 
a previous 3 months +49 E 3109 +58 46 +72 312 47 
b change year earlier +61 +297 +203 +71 +52 29. 383 
Consumer Prices 
Base Jul89-Jun 90-100 | Dec 1991-100 Oct 89-Sept 90=100/2) — 1982-100 Apr 88-Mar 89-100 1990-100 1990-100 
Latest 3 months index average 107.4 (Jul-Sept) 108.8111) (Dec) 128.7 (Oct-Dec) 243.7 (Sept-Nov) 134.4 (Oct-Dec} 105.5 (Sept-Nov) 110.5 (Sept-Nov) 
% change previous 3 months +01 па. +18 +15 +19 +04 +05 
% change year earlier +08 +8.8 +94 +93 +52 +1, 3 452 
_ Mone Supply | m- : Е ООУ КО : 
Us s ; mb 21 ies 1S. (Arun) нет (Dec) неза Dec) ~ Ros 11850 BH : мово (Nov) ми, 37b (Aug) 
Mime peribus month 471400) . Scu і 2302 : 
% change year earlier 2 96 > үй в С NATO 08. ү d 





(1) Official and other estimates of GDP (GNP in China & рел) (2) Consumer Price Index А (3) М2 or currency plus bank deposits (4) To March (5) IMF definition of reserves minus gold except for Singapore 15) fob 
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в п a Hongkong soars 4.8% оп UK-China rapprochement т т а Tokyo slips on 
yen s surge т ww Australia, New Zealand advance a т а Singapore gains в в а Malaysia 
falls slightly а а a Taiwan rises 6.5% in week ended 16 February т т т 
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Average daily turnover US$349.9m 
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Average daily turn KSE-100 Index, 1,199.57 
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*Market capitalisation-weighted index of nine Asian bourses excluding Japan, published by Asian Markets Monitor, a REVIEW newsletter, 1 Jan. 1990-100 





An unweighted index composed of over 200 blue chip Asian stocks excluding Japan 


Philippines Singapore South Korea 

3-3.5 5.6 5.2 

1-2 5.5-6.5 6.3 

US$3.80b (Sept) US$39.85b (Sept) US$16.77b (Nov) 

US$2.43b US$31.76b US$13.58b 

-US$1.37b (Sept-Nov) -05$2.280 (Sept-Nov) — -US$0.46b (Nov-Jan) 

-US$1.07b -US$2.25b +US$0.59b 

-US$0.86b -US$1.04b -US$1.73b 

US$2.53b US$16.90b US$19.10b 

43 +42 43 

412.8 411.8 34 

US$3.90b US$19.18b US$19.56b 

+73 +38 +10 

+26.0 +18.7 -9.0 

1988=100 Sept 87-Aug 88=100 1990=100 

170.3 (Oct-Dec) 113.1 (Sept-Nov) 117.4 (Nov-Jan) 

+1.6 30.3 unchanged 

+84 +24 +47 

n 02b(9) (Sept) SHA 09b (Oct) Won 96.77t (Dec) 
+2.6 

m. 2 HA 9 +14.4 


(7) cif (8) Including petroleum (9) M3 (10) % change over past 3 months (11) One month 
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Taiwan Thailand 

6.71 75 

n.a. 7.2-8.2 
US$83.94b (Nov) US$20.13b (Nov) 
US$78.80b US$16.86b 
+US$1.56b (Nov-Jan)  -US$2.40b (Jul-Sept) 
+US$2.89b +US$0.11b 
+US$3.04b -US$0.20b 
US$20.22b US$8.83b 

-3.0 +145 

06 +126 
US$18.66b US$11.2b 

+39 +99 

+94 +11.8 

1991-100 1986-100 

105.1 (Nov-Jan) 132.4 (Jul-Sept) 
-0.6 +15 

+34 +48 

NT$8.62t (Dec) ee 2,018.2b (Sept) 
+0.2 

+16.0 nj 4 


Source: Official statistics 
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Soares: "Sm rdg Cont (Far East Ltd) 


Interest rates (%) 


Prime Interbank Interbank Interbank 


15 Feb. lending 1 montht 3 monthst 6 monthst 
Australia 10.00 5.73438 5.79688 5875 
Britain 6.00 6.125 6.00 6.6875 
Hongkong 6.50 3.5625 3.5625 3.6875 
Indonesia 21.00 13.25 13.50 13.50 
Japan "5.20 

"450 3.25 3.3125 3.3125 
Malaysia 9.00 7.66 7.56 741 
New Zealand 11.00 7.62 746 735 
Philippines 18.00 124375 11.9375 11.5625 
Singapore 5.00 1.5625 1.9375 2.00 
South Korea 111255 - - - 
Таімап 8.25 - - - 
Thailand 11.50 10.00 10.00 =; 
us 6.00 3.125 3.25 3.375 


"Longterm "'Shortterm ttMonetary Stabilisation Bond (1 year) 
Offered rate Source: Telerate and Review Data 
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In today's fiercely 


competitive corporate 
world, the impression your 
conversation makes is often 
as important as the job you 
do. To be listened to, your 
words must carry weight. 
Especially with your superiors 
and clients. That's where reading 


Тһе Asian Wall Street Journal 


will make all the difference. 


ЕРРЕТИ 


Тһе Asian Journal provides fresh 
facts and insights on regional and world 
events. Covering everything from 
technology, marketing and banking, to 
world politics and policy and so much more 
you won't find in your local newspapers or 


anywhere else. 





То become a managing director, 
you have to 


start talking like one. 


THB sey y 
ч наш ФИР м Bur 


So you'll never be at a 
== loss for words, or fresh topics 

of conversation. But whether 
| ^^. the issues are local or global, we 
look at them from an Asian 
perspective. As a result, 
7296 of our readers 
from 


are Asians 


every corner of the 
= region. The men and 
women who've reached key 
positions in an incredibly diverse 


range of professions. 


Why not take advantage of our special 
rates and subscribe now. You'll enjoy a signi- 
ficant saving off the newsstand price. With 
a little help from The Asian Wall Street 


Journal you can talk your way to the top. 


uc Eo MU UR Ren О! аль Жн өз ее Сы фан ил кы ГИЙ s I E 4j 
FOR MORE INFORMATION, TELEPHONE OR FAX: 
Hong Kong: (852) - 573-7121 Malaysia: (60-3) 781-3011 Taiwan: (886-2) 371-0312 
Fax: (852) 834-5291 Fax: (60-3) 781-1516 Fax: (886-2) 382-1270 
Japan: (81-3) 3219-6588 Indonesia: (62-21) 809-2574 South Korea: (82-2) 734-7611 


Fax: (81-3) 3219-6575 Fax: (62-21) 809-2679 Fax: (82-2) 720-6505 
Singapore: (65) 747-5353 Philippines: (63-2) 818-1936 Thailand: (66-2) 317-1400 3 
: Fax: (65) 746-4853 Fax: (63-2) 818-5385 Fax: (66-2) 317-1409 


THE ASIAN WALL STREET JOURNAL. 


THE BUSINESS PUBLICATION OF ASIA. 


Subscription Rates (one year and six months respectively): Australia A$630, A$345; Bangladesh US$350, US$195; Brunei B$425, B$235; China US$330, US$185; Guam US$300, US$165; 
Hong Kong HK$1,520, HK$835; India Rs4,800, Rs2,640; Indonesia Rp395,000, Rp217,250; “арап Y79,800, Y43,900; Korea W165,000, W90,750; Malaysia M$420, M$230; 
New Zealand US$455, US$250; Pakistan US$170, US$95; Philippines P2,980, P1,640; Singapore 53475, 53260; Sri Lanka Rs7,800, Rs4,290; Taiwan NT$6,800, NT$3,750; 
Thailand B4,500, B2,480; Rest of Asia US$350, US$195; Outside of Asia US$595, US$327. (*Plus 3% Japan consumption tax) 





CLASSIFIED ADVERTISEMENTS 


Business Equipment Business Services 


Fed up with Thermal Fax Paper? 


Introducing Jetfax 


Plain Paper Faxes on Your Laser Printer 


Easy Faxing Direct from PC/Network P 
External Device = Simple Installation | BEN 


For more Information, and Dealer sae. 6. Ж 
Telesis Investment Limited Bg 
6B, Galuxe Building, 8-10 On Lan Street, Central, Hong Kong 
Tel.: (852) 877-1325 Fax: (852) 526-0747 
















When you need important infor- 
mation, you invariably want it fast 
and accurate. The Review Index 
enables rapid access to the most 
respected Asia-Pacific information 
source: The Far Eastern Economic 
Review. Everything published 
during the preceding quarter, by 
country, subject and date is 
detailed in the Review Index. 


This essential research tool is also available asia cumulative annual 
edition, End hours of needless searching. Sub- 
scribe now and receive your Review Index four 
times per year, including the cumulative annual at 
US$59 per annum, or the cumulative annual alone 
for US$43 per annum. 


“I NEED FULL 
IB) NIS ОМ 
THIS OR 
WERE ONLY 
GUESSING!" 





leview, G.P. О. Box 160, Hong Kong 
oe 508-4 


ities Bae - 


$336.00, £25.00, || 




















To place your classified ad, fax: 
Hong Kong (852) 5031537 or call: 


Hong Kong 5084473 Taipei 7677399 
Singapore 2203720 Manila 8273950 
Tokyo 32700251 . Seoul 7856665 
Bangkok 3913275 London 3340008 
Sydney 3639736 New York 8086618 
Jakarta 5703123 Auckland 4192243 














QUA. герои, Dusina 


INSTANT PRINT SYSTEM 


High profit and require no skill. 
Prints business cards, oros etonan, labels, envelopes, invitations, 


ДЫ in Engish, Chinese, Arabic and Major intemationat 
languages. 


“мей үрсе printing with Commu 2 teohaolepy, 


forms, etc. in choice of colours within 












California property developers 
offer unique investment in the 
recession-proof central valley. 
Includes: light industrial lots, all 
services im and ready to build, 
$51,000; new & successful 


shopping center $3,800,000; fully 
approved residential project, 1/2 
interest, $2,400,000 buy direct 
from owners, for complete info. 
package fax (66-53) 273487 in 
Thailand or (408) 378-1823 in the 
US. 





DEGREE COURSES 


Take a Master's degree in Business 
Administration (MBA) entirely at home 
anywhere in the world. Also Bachelor's, 
Master's and Doctorate programmes 
in Computer Science, Economics, 
Education, Engineering, international 
Law, Languages, Sciences, etc. 
Knightsbridge University, Dept. 
FERS, Stefansgade 22, Copenhagen 
2200, Denmark. fax: +45 31 81 58 14 





REVIEW CLASSIFIED 
ADVERTISEMENTS 
Standard Units: 

1/4 (v) page (230 x 44mm) US$1,771 
1/4 (h) page (120 x 88 mm) US$1,848 
1/2 (v) page (230 x 88 mm) US$3,542 
1/2 (h) page (120 x 183 mm) 153,696 
Full page (230 x 183 mm) US$7,084 


6. Зайап 51A/223, 46100 Petaling Jay: 
: 03-7562600 





Malaysia. 
Fax : 03-7572195 | 
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7 OFFSHORE “1 
ee 
COMPANIES /| 
y f 
Full Nominee Management, Accounting fA 
and Admin services available at і 
reasonable cost with по hidden extras. " 
Ready made Companies available. 
€ BAHAMAS $500 И 
€ В. У ISLANDS $500 4 
€ DELAWARE $295 4 
€ GIBRALTAR £250 И 
€ HONG KONG $350 
€ ISLE OF MAN £250 «J 
@ MADEIRA $2250 [i 
€ MAURITIUS $750 i 
Ф PANAMA $800 " 
Ф S.IRELAND £225 
@ W. SAMOA $750 Ų 
Other jurisdictions and offshore trusts available [J 
on request, 
ALL CREDIT CARDS ACCEPTED 






For immediate service and free 60-page 
full colour brochure Contact 


COLIN FORSTER 
Overseas i 


з Company Registration Agents 
Companies House, Ramsay, isle of Man 
Tel: 0624 815544 Fax: 0624 815548 
PETER SIDNEY 
72 New Bond Street, London W1¥.G0D 
Tel: 071355 1096 Fax: 071 495 3017 












DIANA BEAN 
24 Raffles Place, 26-05 Clifford Centre 


Singapore 0104 
Tel: (65) 535 3382 Fax: (65) 535 3991 
STELLA HO 
Ad Hutchison House, Hong Kong, 
fat: (852) 5220172 Fax: (652) 521 1190 
KEVIN MIRECKI Attorney at Law 
2121 Avenue of the Stars, 6 FL, 
Los Angeles, Ca 90067, U.S.A. 
Tet ( 15 yon Fax: EM 
оғ Corporations Той Free 
(1-800 FOR INCS) 
SUNIL BANYMANDHUB 
Les Cascades Building, 5th Floor, 
Edith Cavell Street, Port Louis, Rep. of Mauritius 
Tel: (230) 212 9800 Fax: (230) 212 9833 


UK 0800-269900 
USA 1-800-2834444 
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Review Classified Sections 


The classifications available in this section are as follows; wher? 
booking, please state your requirements: ! 


Appointments 

Business Equipment 
Business Opportunities 
Business Services 
Conferences & Exhibitions 
Courses & Seminars 
Education 

Fellowships 

Hotels & Accommodation 





Investment Opportunities 
Notices 

Personal 

Property 

Positions Wanted 
Publications 

Residential Schools 
Universities 








By Jonathan Friedland 
N usrat Fateh Ali Khan is an unlikely 


international pop icon. He sings in a 

guttural mixture of Persian, Punjabi 
and Urdu. His nine-man group uses only 
their voices and two acoustic instruments, 
a pair of tabla drums and a harmonium, 
which is sort of a primitive accordion. And 
his songs, which are usually in praise of 
Allah and the Prophet Muhammad, fre- 
quently last a half hour or more. 

Yet Nusrat, as he is commonly known, 
has become the subcontinent's most popu- 
lar music export since Ravi Shankar accom- 
panied the Beatles on tour back in the early 
1970s. His records have sold hundreds of 
thousands of copies outside his native Pa- 
kistan. One of his singles, a dance music 
remix of Mustt-Mustt, has racked up sales 
of over 3 million in India alone. In France, 
he has played before a crowd of 40,000 and 
in Japan, where his fans are particularly 
avid, there are at least six books and sin- 
gle-issue magazines devoted to his life and 
career. 

Nusrat, born in Faisalabad, southwest 
of Lahore, is a practitioner of Qawwali, the 
devotional music of the Sufis, an ascetic 
Muslim sect. Qawwali originated with the 
Chisti order of the Sufis in Persia during 
the 10th century and is seen as a way to 
elevate the spirit by bringing the singer and 
the listener closer to God. Nusrat's family 
have been Qawwals, as singers of Qawwali 
are known, for six centuries. 

* “Му music is traditional religious mu- 
sic with no materialistic message," said the 
44-year-old Nusrat in an interview in 
Yokohama where he performed before 
5,000 fans. "It attracts people because of its 
rhythm and the purity of its poetry." 

While it is somewhat doubtful that the 
proselytizing message of Qawwali carries 
much weight with Nusrat’s Japanese and 
Western fans, the rhythm and emotional 
intensity of his performances translate eas- 
ily. The 300-pound Nusrat sits cross-leg- 
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PROFILE 


Nusrat Fateh Ali Khan 


Ascetic Sufi singer 
is unlikely pop icon 


Pakistani, descended from a long line of Qawalls, 
is the subcontinents most popular music 


export since Ravi Shankar 


ged to the right of his group eyes closed 
and body motionless at the start of a song. 
Voices are keyed to the drone of the har- 
monium. The tabla and handclaps begin. 
Nursat's genius as a singer isn't imme- 
diately apparent; as he warms to a song his 
voice is often thin and reedy. As verse 
builds upon verse, his mountainous body 
quakes and his hands fly up in choppy, 
almost violent, motions. The scales Sa-Re- 
Ga-Ma-Pa-Dha, which are the building 
blocks of the Qawwali ragas, are bellowed, 
shouted, hollered in tones that range from 
a throaty whisper to a high-pitched keen- 
ing. One minute, the effect is not unlike 
Ella Fitzgerald in her scat-singing heyday, 
the next it's like the soaring tenor sax im- 
provisations of John Coltrane. 


• My music attracts 
people because of its 
rhythm and the purity 


of its poetry e 


“Nusrat has the god-given gift to reach 
all ranges," says Rashid Ahmed, a family 
retainer who serves as Nusrat's translator. 
“Although his training is classical, he has 
been taught to improvise from childhood." 

Well, almost. Nusrat's father, Usted 
Fateh Ali Khan, was a famous Qawwal 
who wanted his eldest son to be a doctor. 
“Му father used to teach students and I 
listened," Nusrat told one interviewer. 
^One day I was caught listening and prac- 
tising." He was nine years old at the time, 
a roly-poly effeminate child who was 
something of an embarrassment to his 
handsome and famous father. 

Nusrat claims that he only decided to 
become a Qawwal after a recurring dream 
in which he saw himself singing at the 
shrine of Nazrat Khawaja Moin-ud-din 
Chistie at Ajmer, India. At first, he says, he 
dismissed the dream as absurd. No 
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Qawwal had ever been allowed to sing in 
side the important Muslim shrine. But a 
the dream kept coming back, he decide 
that the sign was too important to ignore 

Nusrat joined the family party shorth 
after the death of his father in 1964, bu 
only became its leader in 1971 after hi 
uncle, Mujahid Mubarak Ali Khan, becam 
ill. While it took Nusrat a while to shak 
off a natural shyness, his extraordinary vc 
cal abilities won notice quickly. In 1973, h 
received the highest honour given to arl 
ists by the Pakistan Government and i 
1979 he became the first Qawwal to be ir 
vited to sing at the Chisti shrine in Ajmei 
T abroad. The party, which include 

Nusrat's brother and his nephew 
works a global circuit; in the last couple c 
years, they have hit Scandinavia, the Mic 
dle East, Japan and even South Africa. 

Nusrat's international profile took 
quantum leap in the late 1980s when h 
was approached by Peter Gabriel to sin 
on the soundtrack of Martin Scorsese's Th 
Last Temptation of Christ. Gabriel, whos 
Real World label has since released five a. 
bums by Nusrat, was looking for a singe 
who could express the agony of Chris 
Nusrat, somewhat mischievously, fit th 
bill. 

“I cherish the tradition of classical mu 
sic more than my life,” says Nusrat, “bu 
as an experiment I do not mind the use ¢ 
western musical instruments. I use Wes 
ern instruments because I believe that yo 
can dress up a pretty child in any clothe 
and it will still be pretty.” 

In late 1992, Nusrat took up a brie 
teaching stint at a university in Seattl 
Washington. When he returns to his hom 
in Lahore later this year, he plans to set u 
a school for the next generation с 
Qawwals and perhaps to have a son. Ster 
precepts handed down through centurie 
of Qawwals mean that his daughter, nov 
nine, will not have the opportunity. 


he early 1980s saw Nusrat tourin, 
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TRAVEL. 


FLIGHT TURNS 
THE WORLD 
INTO A SINGLE 
MARKETPLACE. 


The magic of flight has 
altered the mechanics of 
commerce. With the most 
distant airport just hours 
away, ordinary citizens 
now have easier access 


to the world's goods than 


did the kings of old. Go. 
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LETTERS 


Energised 

You got it right the first time! In your Au- 
gust 1991 focus on Asia's energy needs 
[Bright lights, dim cities, 1 Aug. '91], you 
wrote that "if the region's utilities keep 
building power stations without the pro- 
motion of more efficient use of electricity, 
the amount of capital invested will result 
in the economic growth they are seeking to 
sustain being aborted.” 

What happened? Your 28 January focus 
on roadblocks to growth in Asia [COVER 
STORY] reads like ad copy for a power sup- 
ply corporation, complete with the built-in 
assumption that growth in energy use is a 
precondition for economic growth. 

Thailand provides an excellent example 
of the benefits of electricity efficiency. The 
Electricity Generating Authority of Thai- 
land (EGAT) is planning to more than dou- 
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ble its generating capacity over the next 
ten years. This power plant expansion will 
be by far Thailand's largest infrastructure 
project — requiring US$35 billion in capi- 
tal, most of it foreign currency. But EGAT is 
also beginning a bold experiment to pro- 
mote efficient use of electricity by its cus- 
tomers. This makes great economic sense, 
given that while it costs about US$1.5 mil- 
lion to build a megawatt of generating ca- 
pacity, it costs less than half of that to sup- 
ply a megawatt of power by promoting the 
manufacture and use of efficient refrigera- 
tors, light bulbs, air conditioners, etc. 

The way for Asia to overcome its en- 
ergy bottleneck is not, as you suggest in 
1993, to build power plants like crazy to 
keep up with economic growth. Instead, a 
far better strategy is to figure out the cost 
of various energy resources — gas, oil, coal, 
nuclear, efficiency, renewables — and then 
quickly invest in the resources that cost the 
least and do the least damage to the envi- 
ronment. We think you should review 
your own material. 

PETER DU PONT 
International Institute for Energy Conservation 
Bangkok 


Letters intended for publication must include the writer's name and address. 


Engineering a solution 

Congratulations on your excellent editorial, 
Pardon who? [14 Jan.], dealing with am- 
nesty for convicted killers. It is a nice re- 
minder to President Fidel Ramos as he 
seeks peace and economic growth for his 
more than 60 million people. 

The chief executive of a developing 
country needs to know the variables of his 
economic development formula. In Ramos’ 
case, your editorial reflected that formula 
of economic transformation as: Asian tiger 
(economy) = foreign capital (investment) + 
the safety of foreign capitalists. 

Fortunately, Ramos is a civil engineer 
by profession. His years of engineering in- 
struction have helped make him an agile 
mental gymnast. Among the skills required 
by such a course is knowing how to solve 
and deal with all sorts of complex, un- 
known variables. In terms of development 
this includes variables outside the strict 
economic arguments, such as the rule of 
law. Thanks to his rigid and independent 
discipline, Ramos is well-equipped to deal 
with such problems. 

More power to your esteemed REVIEW. 

JOSE E. CABANTING 

World Bank Construction Adviser 
Department of Trade and Industry 
Waigani 

Papua New Guinea 


Holding the bag 

With regard to your article Flap in the 
Cockpit [21 Jan.], we should like to correct 
your reporter's conjecture that the Andres 
Soriano Group left Antonio Cojuangco 
(president of Philippine Airlines) "holding 
the bag" when it failed to raise its commit- 
ted amount. 

The Soriano Group's commitment was 
to invest up to 9.5% in the PR Holdings, 
which it did, and which investment was 
25% more than what it had originally com- 
mitted. Any allegation that we had com- 
mitted more than 9.5% equity has no basis 
and is pure conjecture. 

JOSE C. IBAZETA 
President 

A. Soriano Corp. 
Manila 





Illusions of grandeur 

In your generally illuminating article on 
Mitsui and the Japanese sogo-shosha, or 
general trading companies [Leaky umbrel- 
las, 11 Feb.] one statistic needs qualifying, 
lest it should leave some misunderstand- 
ing in the minds of readers. You say that 
"two decades ago the nine biggest sogo- 
shosha . . . accounted for 31% of Japan's 
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GNP, but by 1991 only 25%.” While the 

sogo-shosha would be delighted if this 

were the case, it was, in fact, only the 

monetary value of their aggregate sales 

that equated to the percentages shown. A 

more accurate approximation of their 

overall contribution to GNP may perhaps 

be inferred from their gross margins, 

which, in 1991, averaged less than 2% of 
total sales. 

GRAHAM SIMON 

Senior Research Associate 

Policy Analysis & Information Divisior 

Itochu Corp 

Tokyc 


Picture this 

I read with interest your story on the state 
of Cambodia's dry season offensive [Shat- 
tered peace, 11 Feb.] and found the article 
interesting and well researched. One thing 
puzzled me, though. The photograph 
heading the article shows an artillery piece 
supposedly in action against the Khmer 
Rouge. This artillery piece is a poorly 
maintained howitzer manned by three 
uninterested gunners with one shell be- 
tween them. No other ammunition is in 
evidence, nor are any empty casings от 
equipment, making this the tidiest gun-pit 
in all Asia. The ground surrounding the 





gun is grassy and untrodden; there is nc 
evidence of fire control systems (radio or 
field telephone); yet given the elevation of 
the muzzle I doubt the gunners are firing 
over open sights. Surely, given the 
number of press in Cambodia it must be 
possible to find authentic photographs ol 
the offensive. 
ANDREW TAYLOF 
Tokyc 





Clarification 

Telekom Malaysia denies that it holds equity 
in Indian Telecom [BUSINESS BRIEFING, 10 
Dec. '92] or supports the legal action taken 
by the Dalmia group to challenge the 
granting of eight cellular-telephone licences 
in India. 
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EDITORIAL 


Another Successful Succession 


President Roh Tae Woo leaves the Blue House 


hen Kim Young Sam is sworn in as the 
first civilian president of South Korea, 
among those in attendance will be 
former president Chun Doo Hwan, who de- 
parted office under a cloud in 1988. Back then 
the idea that these divergent streaks in Korean 
_ life — the one-time dissident and the former gen- 
eral — could come together to bear united wit- 
ness to Korea’s democratic’ maturation would 
have seemed as unlikely an event as the breach- 
ing of the Berlin Wall. In a civilised society, 
especially a democratic one, means are as im- 
portant as ends. In South Korea this essential 
respect for process has now been firmly established. 
Departing President Roh Tae Woo deserves broad notice 


throughout the region for his role in this development. Al- | 


though an achievement of this magnitude cannot be attrib- 
uted to just one man, it is inconceivable that this could have 
happened so quickly without him. Today Koreans grumble 
about their economy and their politicians, but these are but 
the gripes that plague all normal nations. It wasn’t always 
this way. When in 1987 then president Chun tried to anoint 
Mr Roh as his successor, the middle class joined massive 
student-led demonstrations against military-backed authori- 
tarian rule. On 29 June, in the midst of protests that threat- 
ened to engulf the nation, Mr Roh seized the moment. His 
eight-point programme for democracy paved the way for 
the free and prosperous Korea that stands before us today. 

There was nothing inevitable about Mr Roh's action. It 
would have been far easier (or at least more in line with 
recent Korean tradition) to react by cracking heads, and 
then hope to ride out the storm of international disapproval, 
what we might call the Deng Xiaoping school of leadership. 
Nor did Mr Roh stop there. He used the 1988 Olympics, 
which he had helped bring to Seoul, as the thin edge of the 
wedge to establish diplomatic relations with China, the 
USSR, and most of the Eastern bloc, opening up areas for 


Korean business and, more important, isolating North Ko- | 


rea from its ostensible allies. All this he did without fudging 
the alliance with the US. How many people recall that Mr 
Roh even managed to get then Soviet leader Mikhail Gor- 
bachov to visit South Korea? 

Of course, there are many issues left unresolved for the 
new occupant of the Blue House. President Kim Young Sam 
will have to deal with Pyongyang’s nuclear capabilities and 
Washington's trade frictions. At home, Korea’s vertically 


organised businesses still have too firm a grip on the | 


economy, and tax prosecutions often look politically moti- 


vated. But the challenges that lie ahead do not look nearly | 


as intimidating as the ones Koreans have met, and the coun- 
try can be proud of a system of government commensurate 











with its extraordinary economic achievements. The Korean | 
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experience further reminds us of the importance 
of economic freedom in smoothing the path to 
political liberalisation. 

In the thick of the Korean War, no less than 
Winston Churchill is said to have observed that 
he would sooner expect a rose to blossom from a 
rubbish heap than for democracy to take root in 
South Korea. As Mr Roh departs office for pri- 
vate life, he can take satisfaction in the many 
changes that have proved Churchill wrong. His- 
torians will long debate his record, but we sus- 
pect they will all agree that Mr Roh's greatest 
achievement has less to do with any particular 
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| policy decision than with his institutionalising a political 


system that enables Koreans to decide matters for them- 
selves. ы 


Phone-y Competition 

Ramos takes on crony capitalism 

wo cheers for Fidel Ramos. In a widely publicised 
T speech in Manila a few months ago, Singapore Senior 

Minister Lee Kuan Yew cited Philippine Long Dis- 
tance Telephone (PLDT) as a notorious example of a pro- 
tected monopoly in a key modern industry. Instead of re- 
sponding in a fit of pique, President Ramos has now moved 
to break it up. Together with his decision to sell off the 
government's remaining stake in Philippine Airlines — and 
his refusal to allow government financial institutions to back 
bidders — it looks like the beleaguered Filipino consumer 
may finally have a champion in Malacanang. 

Although the man at the top of PLDT, Antonio Cojuangco, 
likes to point out that there are 60 other telephone com- 
panies in the country, these are often prohibited from com- 
peting in the most lucrative segments of the market, such as 
long distance. This helps explain how PLDT shares have risen 
at a compound annual rate of 79% since the People's Power 
revolution that toppled president Marcos, yet the firm man- 
ages to provide only 1.7 lines per 100 Filipinos — 600,000 of 
whom are currently waiting for lines. 

The best way to tackle PLDT would be to repeal the regu- 


lations that inhibit challenges to its management, such as a 
1973 Marcos decree that forces customers to buy non-voting 


| shares, and to allow foreign firms to take on protected do- 


mestic interests. Indeed, many of these abuses can be traced 
to a 1968 decision requiring foreigners to get out of public 
utilities, protectionism whose spirit remains enshrined in a 
Philippine constitution that walls off entire segments of the 


| market from competition. Here's hoping Mr Ramos reaches 


out and touches other monopolies next. и 
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ELECTRIC SYSTEMS 


Giving a new spark 
to electric energy. 


Meeting the growing demand 
for energy in'Congested metro- 
politan areas is more than a 
technical problem. It's also an 
environmental challenge. 
That's why we are continually 
working hard to provide safe, 
efficient energy solutions. We 
design and build gas-insulated 
high voltage switchgear to 
provide maximum safety while 
minimizing space require- 
ments. This is just one of 
many advanced technologies 
from AEG. 


AEG's areas of activity: 


Automation 
m 


Electrotechnical Systems 
and Components 


a 
Rail Systems 
[| 
Domestic Appliances 
m" 
Microelectronics 
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Cover illustration by Michael McKeever, with 
apologies to Grant Wood's American Gothic. 
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INTELLIGENCE 


Korea Moves 
A prominent politician and two career 


| diplomats have expressed their interest in 


becoming the next US ambassador to South 


| Korea. Former congressman Stephen 


Solarz — who until last year chaired the 
House subcommittee on Asia-Pacific affairs 
— has conveyed his interest to the Clinton 


| administration, as have diplomats Bill 


Clark and Ed Perkins, US diplomatic 
sources say. Solarz, however, may also be 
in line for the ambassadorship to the Phil- 
ippines while Perkins, a former US ambas- 


| sador to both the UN and South Africa, 


has also expressed his interest in the am- 
bassadorship to Thailand. Clark recently 
served as ambassador to India and as 
deputy assistant secretary for East Asian 
affairs at the State Department. An outside 
shot is Richard Holbrooke, an Asian hand 
from the Carter administration. Although 
Holbrooke is keen on the top diplomatic 
slot in Japan, diplomats say he would prob- 
ably settle for South Korea if denied his 
first choice. 


Construction Techniques 


A delegation from Burma may be in- 
vited to attend the next Asean annual 
ministerial meeting, due to be held in 
Singapore during July, despite interna- 
tional criticism of the grouping’s “con- 
structive engagement” policy towards Ran- 
goon. At Thailand’s initiative, talks are 
quietly taking place among senior Asean 
officials over whether to invite Burmese 
Foreign Minister Ohn Gyaw to the meet- 
ing. There was a similar move before 
Asean’s last annual meeting in Manila in 
July 1992, but it failed because of objec- 
tions by Indonesia and Malaysia — both 
predominantly Muslim countries — to the 
Burmese military regime’s persecution of 
its Muslim minority Rohingyas. Now, ac- 
cording to Asean officials, Indonesia has 
dropped its objection while Malaysia is 
wavering. 


Moscow Calling 


Diplomatic sources in Kuala Lumpur 
say that Alexander Rutskoy, vice-president 


his immediate subordinates to undertake 
the mission. There is also speculation that 
the visit is tied to an expected sale of ad- 
vanced Russian MiG29 jet fighter aircraft 
to Malaysia. Rutskoy will travel to New 
Zealand and Singapore after he leaves 
Kuala Lumpur. 


Friends of Chris 


A senior Clinton administration official 
has called Hongkong’s Governor Chris 
Patten “brave and visionary,” citing his 
efforts to bring more democracy to the 
British colony. “We want to find ways 
to be supportive,” the official added. The 
comments from an official well aware of 
the strong and negative Chinese reaction 
to Patten’s proposals seem to herald a 
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Patten. 


broader change in policy. The official also 
says the US can be more openly criti- 
cal of China's human-rights and political 


| problems without seriously risking US- 


of the Russian Federation, will arrive in 


Malaysia on 1 March for a three-day 
visit. Rutskoy will be the highest-ranking 
official from either Russia or the former 
Soviet Union to visit Malaysia. The visit 
is said to be a reaction by Russian Presi- 
dent Boris Yeltsin to internal criticism that 
he is neglecting Asian policy matters due 
to domestic turmoil inside the former 
Soviet Union. Yeltsin, who is unable to 
make the trip himself, has tapped one of 
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China relations. He says the admini- 
stration may separate politics and eco- 
nomics by dropping China's most-fa- 
voured-nation status as a lever for im- 
proving human rights while escalating 
the human-rights issue publicly and pri- 
vately. 


Spooky Coincidence 


The new head of the People's Libera- 
tion Army's (PLA) military intelligence ap- 
paratus is Maj.-Gen. Ji Shengde, a son of 
the former director of the State Council's 
Hongkong and Macau Affairs Office, Ji 
Pengfei. Ji was promoted to the slot late 
last year following a large-scale reshuffle 
of senior officers. Ji's appointment sur- 
prised analysts because he had not per- 
formed particularly well in his previous 
post as deputy director of the PLA's mili- 
tary intelligence sub-department. This has 
led observers to speculate that the younger 
Ji may owe his position to his father's 
influence. 








Nobel laureates led by the Dalai Lama deliver a message of peace in Bangkok. 


THAILAND 


THOMAS RENAUT/GAMMA AS 


Difficult guests 


A visit by eight Nobel peace laureates to Thailand to highlight the plight 
of detained fellow prize-winner Aung San Suu Kyi by the Burmese junta 
may have had a greater impact on Bangkok than on Rangoon. 


By Rodney Tasker and Bertil Lintner 
in Bangkok 


he Nobel péace prize laureates 

who spent a week in Thailand 

lambasting Burma's military re- 

gime may have thought they 
would help change things in Rangoon. In- 
stead the main — albeit unintended — 
impact of their stay was on their hosts. 
After a testing week, Thailand emerged 
with a brushed-up international image as a 
more democratic, independent and hu- 
manitarian state, but only after some do- 
mestic political soul-searching. 

The visit by the eight laureates, includ- 
ing Tibet's spiritual leader the Dalai Lama, 
was intended to bring pressure on the Bur- 
mese generals to release fellow Nobel 
peace prize winner Aung San Suu Kyi 
from nearly four years of house detention 
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and recognise her party's overwhelming 
victory in a 1990 general election. How- 
ever, many observers also viewed it as a 
gauge of Bangkok's resolve to stem its tra- 
ditional impulse to appease potentially 
troublesome neighbours. 

For Prime Minister Chuan Leekpai's 
government, it was an opportunity to show 
it could successfully ignore opposition to 
the visit by Thailand's military leadership. 
After the duel of political strength between 
pro-democracy forces and military leaders 
that culminated in troops shooting dead at 
least 52 protesters in BangkokK's streets іп 
May 1992, Chuan's government has taken 
pains since coming to power in September 
to demonstrate its democratic credentials. 
One audience the government hopes to 
reach are foreign investors, for whom Thai- 
land has become less attractive over the 
past year. 
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In addition to internal opposition, the 
government faced foreign pressure over the 
visit. China's Foreign Ministry issuec 
veiled warnings to Bangkok not to issue c 
visa to the Dalai Lama. A Chinese spokes: 
man said the exiled Tibetan leader was nol 
a religious figure but a political activist Белі 
on “splitting the motherland.” The spokes: 
man later added that “we hope Thailanc 
will solve this problem properly, that is tc 
refuse the visit by the Dalai Lama.” 

In Rangoon, powerful military intelli- 
gence chief Maj.-Gen. Khin Nyunt accused 
the laureates of “using the land of a neigh- 
bouring country to attack Burma’s interna. 
affairs.” 

The Thai military leadership ther 
chimed in with its objection to the visit 
Army commander Gen. Vimol Wong- 
wanich told reporters on 14 February thal 
he thought the visit, particularly that of the 
Dalai Lama, was “like inviting the battle 
into our house.” He said Thailand should 
not get involved in matters that concerned 
other countries. Air force chief Gun 
Pimarnthip added: “If the Chinese believe 
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it’s us who brought them here, we will 
have trouble." 

Diplomats who spoke to Vimol later 
said though he was sincere in his remarks, 
they were blown out of proportion by the 
local media. “Не seemed almost apolo- 
getic,” one senior diplomat said. But the 
damage had been done, as political 
battlelines resembling those in the period 
immediately before May 1992 were drawn. 
Pro-democracy groups and students, in 
particular, attacked the military for retain- 
ing an obsolete global view and living in a 
time warp. "This is not very good for 
them," human-rights advocate Gotham 
Arya told the REVIEW. "Why are they 
speaking about war?" 

Some opposition politicians backed the 
generals, but in a somewhat muted fash- 
ion. "The government's decision has put 
the country in a fragile situation," said 
outspoken opposition politician Chalerm 
Yubamrung. As Thai newspaper 
columnists noted, most of the op- 
position parties had backed the 
military up to the May 1992 con- 
frontation. 

The Thai military, and succes- 
sive governments, have maintained 
close relations with China — par- 
ticularly since the Vietnamese inva- 
sion of Cambodia in 1978. Indeed, 
the Dalai Lama was refused visas 
to enter Thailand in 1984, 1987 and 
1990 out of deference to China. 

The Thai armed forces acquired 
nearly 100 Chinese T69 tanks, 400 
armoured personnel carriers and 
numerous artillery pieces in the late 
1980s, and have recently taken de- 
livery of four Chinese-built frigates. 
However, following Vietnam's withdrawal 
from Cambodia in 1989 and a growing 
warmth in Thai-Vietnamese relations, Sino- 
Thai relations have returned to a more nor- 
mal level — something Vimol and his col- 
leagues have perhaps forgotten. 

Thai generals have also maintained 
close links with Rangoon since Burma's 
State Law and Order Restoration Council 
(Slorc) took power after the military bru- 
tally put down pro-democracy protests in 
1988. It has been widely reported that cer- 
tain Thai military figures have benefited 
from logging and gem-mining concessions 
granted to Thai companies by Slorc. 

Overall, the objections of the military 
chiefs, who were reportedly also smarting 
because they had not been consulted about 
the visit, backfired. Government sources 
said that Chuan personally insisted the 
visit go ahead, including allowing the 
Dalai Lama into the country. Chuan, as a 
cabinet minister in 1990, had opposed the 
then Chatichai Choonhavan government's 
decision to refuse the Dalai Lama a visa to 

pattend an award ceremony in Bangkok. 
Thailand is only the third Asian country to 
live a visa to the Tibetan leader after Ja- 
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pan, and India where he lives in exile, and 
Chuan was widely praised for his stand by 
Bangkok-based foreign diplomats and by 
the US State Department. 

Only Rangoon and Peking faulted 
Chuan when he explained his position by 
saying that “we must uphold correct prin- 
ciples and our independence. We must 
bear in mind that we have the principle 
and the dignity of the country to uphold 
... What will the international community 
think about Thailand if it shuts out those 
who have won the Nobel peace prize?" 

Nevertheless, the Thai Foreign Ministry 
quietly asked the laureates not to do or say 
anything to embarrass Bangkok, while For- 
eign Minister Prasong Soonsiri assured 
Chinese and Burmese envoys that the gov- 
ernment had nothing to do with arranging 
the visit. 

In the event, the Dalai Lama's 27-hour 
visit remained largely symbolic. As a 
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Prasong and Chuan prevailed over the military chiefs. 


Buddhist leader he stayed for his one night 
with the supreme patriarch of Thailand's 
Buddhist clergy. He also attended a news 
conference with his laureate colleagues, 
where he confined himself largely to ex- 
pressing support and giving inspiration to 
the incarcerated Aung San Suu Kyi, who 
was awarded her Nobel peace prize in 
1991. 

By contrast, the other seven laureates, 
who had been brought to Thailand by the 
Canadian-based International Centre for 
Human Rights and Democratic Develop- 
ment, were more vocal. South Africa's anti- 
apartheid campaigner Archbishop Des- 
mond Tutu and former Costa Rican presi- 
dent Oscar Arias were the most outspo- 
ken. 

The group began with an open letter to 
Slorc calling for the immediate, uncondi- 
tional release of Aung San Suu Kyi and 
other political prisoners in Burma and for 
the regime to recognise the 1990 general 
election result. The laureates then visited 
refugee camps on the Thai-Burmese bor- 
der, where members of the Karen minority 
have sought sanctuary from Burmese army 
offensives. 
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After an audience with King Bhumibol 
Adulyadej, the group increased their de- 
mands. They called for Burma to be sub- 
jected to an arms embargo, comprehensive 
economic and non-humanitarian aid sanc- 
tions and the suspension of its UN mem- 
bership until Aung San Suu Kyi's release. 
The laureates also called on Asean to drop 
its "constructive engagement" policy to- 
wards Burma. The demands were subse- 
quently presented to the UN Commission 
on Human Rights in Geneva. 

However, Chuan told the group on 20 
February that the constructive engagement 
policy — which is intended to prevent Ran- 
goon’s isolation — would continue because 
Asean felt there was nothing to be gained 
by aggression towards Burma. 

Although Chuan did not say it, Thai- 
land would be badly hit by UN economic 
sanctions against Burma because of its lu- 
crative logging and mineral-exploitation 
deals with Slorc and a project to 
import Burmese natural gas 
through a pipeline. Thai companies 
are already suffering as Bangkok 
abides by UN sanctions on timber 
imports from and petroleum ex- 
ports to the Khmer Rouge on the 
country's Cambodian border. 

Further, any arms embargo 
against Rangoon is likely to be ve- 
toed in the UN Security Council by 
China. The Chinese are the largest 
suppliers of weapons to Burma, 
having contracted to sell Rangoon 
arms, ammunition and military 
supplies worth an estimated US$1.2 
billion. Singapore is the main tran- 
shipment point for other arms de- 
livered to Burma via brokers in 
such countries as Israel, Belgium, Sweden 
and Britain. 

Although the EC has imposed an arms 
and development aid embargo against 
Burma for the past two years, and the US 
and Australia have also banned weapons 
sales to the country, none of these meas- 
ures has so far shifted Slorc from its stand 
on holding Aung San Suu Kyi or relaxing 
its tight grip on political activity in the 
country. 

As a result, Burma watchers think it is 
unlikely that the generals in Rangoon will 
be influenced by the activities of the Nobel 
peace prize mission, whatever its global 
prestige. In a statement on Radio Rangoon 
towards the end of the laureates visit, 
Burma strongman Khin Nyunt announced 
that ^we have no plan to change our inter- 
nal political and human-rights policies." 

The Thai Government, however, can 
capitalise on the visit to shore up its previ- 
ously dubious human rights record. In an 
opening speech to a regional forum in 
Bangkok on 22 February, Chuan said “it is 
high time that we countries in Southeast 
Asia stopped acting defensively on the 
issue." ы 
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TAIWAN 


‘Trial by 


democracy 


Nomination hearings put 
premier to the test 


By Julian Baum in Taipei - 





t could not have happened before Tai- 
ЕЕ” started its march towards de- 

mocracy. Although all three govern- 
ment-affiliated television stations eventu- 
ally cancelled plans for live coverage, the 
spectacle of lawmakers questioning a pro- 
spective premier at a parliamentary con- 
firmation hearing broke a long-standing 
tradition through which the legislature 
had simply rubber stamped the presi- 
dent's choice to lead the 
cabinet. 

Illegal cable television 
companies did cover the 
event, however. On their 
channels, much of the na- 
tion watched a cool and 
steady premier-designate 
Lien Chan face three days 
of interrogation before 
sometimes unfriendly 
questioners. In the end, 
Lien emerged with his 
reputation more or less in- 
tact. Although there had 
been some worry that dis- 
sident members of the rul- 
ing Kuomintang (KMT) 
might combine with the 
opposition Democratic Pro- 
gressive Party (DPP) to op- 
pose the nomination, Lien 
eventually sailed home with 109 votes in 
his favour to 34 against. 

Lien’s tenure as premier is expected to 
coincide with President Lee Teng-hui's re- 
maining three years in office. The former 
provincial governor's confirmation also 
brings both the presidency and the pre- 
miership under the control of the Taiwan- 
ese wing of the KMT for the first time. Some 
Observers say that Lien, who is the wealthi- 
est government official to be appointed in 
recent memory, further symbolises the 
KMT's identification with big business. 

As expected, the most hostile questions 
raised during the nomination hearings 
came from members of the New KMT Alli- 
ance, the faction that represents the main- 
land wing of the ruling party. New KMT 
alliance leader, Jaw Shau-kung, claimed his 
group had damaging information about 
Lien's business dealings, but he said the 
faction would withhold details for use in 
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Lien survives close 
questioning by lawmakers. 


future battles with the premier. 

Lien denied any irregularities in his 
family finances and said that media reports 
estimating he was worth more than NT$15 
billion (US$580 million) resembled a tale 
from the 1,001 Arabian Nights. He repeat- 
edly said he would disclose his assets 
when a law is passed requiring officials to 
do so. 

Like the KMr, the DPP was also initially 
divided on the nomination issue. Opposi- 
tion lawmaker Shih Ming-teh said that if 
the party supported Lien it would look like 
a puppet of the KMT and subsequently lose 


its dignity. But others in the party argued | 


that if they opposed Lien, they would es- 


sentially be abandoning Lee in his struggle | 


with the mainlanders, perhaps opening the 
way for a less sympathetic candidate. 
Hardline sentiments eventually won out, 
and one third of the ppp delegation ab- 
stained from voting while the remainder 
cast their ballots against the presidential 
nominee. 

The outcome of the hearings was a relief 
to Lee who nominated Lien 


last-minute 
about family assets and 
taxes might scuttle his first 
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post. But the three-day ses- 
sion was also noteworthy 
for some frank airing of dip- 
lomatic and political issues. 

On the question of rela- 
tions with China, Lien ap- 
peared to reflect faithfully 
the views of his party's lib- 
eral wing. Standing before 


makers that he supported 
dual recognition of China 
and Taiwan, collective se- 
curity arrangements with 
regional neighbours and 
Taiwan's return to the UN. He nominally 
endorsed the KMr's “one China" policy, 
though he emphasised that both sides of 
the Taiwan Strait need to recognise the 
other's sovereignty and to get on with their 
separate development programmes. 

Lien further supported in principle the 
idea of privatising Taiwan's television in- 
dustry, which was widely criticised for 
yielding at the last moment to pressure 
from KMT headquarters to cancel television 
coverage of the hearings. Instead, illegal 
cable stations available by subscription 


and who, according to one | 
source, was worried that | 
revelations | 





choice for the top cabinet | 


the legislature, he told law- | 


Changing 
signals 


China stays out of 
reach on talks issue 








By Tai Ming Cheung in Hongkong 

5 this another case of Chinese wate: 
I torture? No sooner had reports ap 

peared that Britain and China wert 
holding “talks about talks" in Peking tc 
resolve their bitter differences over Hong 
kong Governor Chris Patten's constitu 
tional reform proposals, than the Chines« 
dashed hopes of an early breakthrough by 
saying they were in no hurry to return t 
the negotiating table. 

Peking's stop-go tactics have sown con: 
fusion in Hongkong. The Hongkong Gov: 
ernment had been ready since early Febru 
ary to present the reform proposals to the 
Legislative Council (Legco) but decided tc 
delay tabling the draft legislation wher 
British and Chinese officials began meet 
ing in Peking. Now it looks as if Chine 
itself may have been playing a delaying 
game. 

The first sign of a thaw over the politi: 
cal reform issue came in early February 
when Britain passed a copy of the draf 
legislation to the Chinese Foreign Ministry 
The Chinese unexpectedly respondec 
positively to the gesture, and the Britisk 
Ambassador in Peking, Sir Robin McLarer 
has since been in contact with officials from 


| the Foreign Ministry and the State 


Council's Hongkong and Macau Affairs 


| Office. 


videotaped the sessions and then broad- | 
cast replays. Lien indicated that licences for | 
| publicly. Chinese officials have stated that 


new television stations could be issued 
within two years, though he refused to 
drawn into providing a definite timetable. 
Outgoing Premier Hau Pei-tsun had re- 


sisted such reform, which would end the | 


But the Chinese have been taking their 
time to respond to McClaren's approaches 
They apparently do not want to seem toc 
eager to begin negotiations, especially as 
they have insisted up to now that Patten’s 
reform package should be dropped as e 
precondition for substantive talks. 

Peking's reluctance to be rushed on the 
issue came through clearly when the Di- 
rector of the Hongkong and Macau Affairs 
Office, Lu Ping, said on 22 February that 
there would not be any early resumption 
of negotiations. 

Even if an agreement to restart talks is 
reached Peking is unlikely to entertain any 
discussions of Patten's proposals, at least 


they would only be willing to talk with 


| London about the implementation of the 


government's monopoly over the elec- | 
| in Hongkong during the period leading up 


tronic media. Г] 
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1984 Sino-British Joint Declaration and the 
issue of "convergence." By convergence, 
China means that political developments 
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to 1997 should be in harmony with the Ba- 
sic Law, China's mini-constitution for the 
territory. 

Apart from the resumption of diplo- 
matic contacts, the only sign of flexibility 
in China's position during the first three 
weeks of February was a hint that Patten 
might not have to drop his reform plans 
before any talks can begin. 

Premier Li Peng told a group of visiting 
Hongkong businessmen on 18 February 
that all problems on the handover to Chi- 


CHINA 


Window dressing 


| Dissidents’ release aimed at pleasing the West 


nese sovereignty in 1997 should be dealt | 
with through consultation between Peking | 
and London. In what some observers saw | 
as a significant omission Li did not men- | 


tion that Patten's political reform propos- 
als had to be retracted before negotiations 
could start. 

Observers are divided. on whether 
China would prove flexible on the political 
reform issue should talks take place. One 
Western diplomat believes that by agree- 
ing to meet the British, the Chinese have 
signalled that "they may be willing to give 
in a little." 








By Lincoln Kaye in Peking 
ith the release of three prominent 
үү dissidents a few months ahead 
of time, China has "tossed in a 
few more chips just to sweeten the pot," as 
a poker-faced Western diplomat sees it. 
The move comes on the eve of the arrival 
of two crucial foreign delegations to Pe- 
king: officials from the new US administra- 
tion, and an inspection team from the In- 


| ternational Olympic Committee. 


The thinking behind China's new stance | 
the same diplomat suggests could be the | 


desire to keep the Patten proposals out of 
Legco. "If the constitutional proposals go 
to Legco, then Peking will have no more 


control over the outcome . . . It would be | 


forced to react harshly, and this would hurt 
both Hongkong and China." 

Other analysts say China may have 
been listening to its own Hongkong-ap- 


pointed advisers. The case for resuming a | 


dialogue with Britain was argued when the 


advisers met senior Chinese policymakers | 


in Canton in early February. 


Most experts believe that there are | 


genuine differences within the Chinese 
Government over how to treat Hongkong, 
which may explain some of the subtle va- 
cillations in policy statements in recent 


months. “Some officials in the Hongkong | 


and Macau Affairs Office would like to 
take a more conciliatory line, but they have 
not been very influential" says a Hong- 
kong Government official. 

A more negative view holds that 
China's moves are merely tactical. "There 
is a shift in tactics by China but there is 
nothing to suggest a change in overall strat- 
egy," says another Western diplomat who 
believes that China's apparent willingness 
to talk may be linked to broader diplomatic 
efforts aimed at improving its image with 
the US. 

Some political analysts see that China 


has little to lose by being seen to be return- | 


ing to the negotiating table. “They start 
from a position of strength. They have not 
conceded anything, and they are seen as 
being reasonable again," says a Western 
diplomat. He suggests that the Hongkong 
Government "is taking a far greater risk by 
losing momentum" in the tabling of the 
ireform proposals before Legco. Е 
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A Chinese Foreign Ministry spokesman 
denied any connection between the pri- 
soner releases and foreign criticism of Pe- 
king's human-rights record. But diplomats 


Dissident Wang remains unrepentant. 


read the release of Tiananmen Square stu- 
dent activist Wang Dan, 23, and two others 
as a clear sign of Chinese worries over a 
harder Western line towards Peking, par- 
ticularly in the US. 

Wang topped the government's "most 
wanted" list after its 1989 crackdown on 
pro-democracy protests. He and graduate 
student Guo Haifeng, 27, were leaders in 
the 1989 Tiananmen demonstrations. Fdi- 
tor Li Guiren, 49, was charged with organ- 
ising sympathy demonstrations in Shanxi 
province. All three had been jailed in the 
aftermath of the Peking massacre and were 
due for release later this year. 

European diplomats claimed a share of 


| the credit for the recent spate of prisoner 


releases and exit permits for Chinese dissi- 
dents. “Without fanfare, we've engaged the 
Chinese continuously on human-rights 
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questions," says one. А visiting European 
dignitary reportedly even had an un- 
publicised meeting with the wife of a jailed 
intellectual. 

But the timing of the latest move sug- 
gests it was mainly aimed at Washington. 
Within a fortnight of Wang's release, two 
assistant US trade representatives were due 
in town: Ira Wolf, who heads the Japan 
and China section, and Douglas Newkirk, 
who is in charge of Gatt questions. 

Both of these visitors are career officials 
familiar to the Chinese. But they are now 
answerable to a new politically appointed 
boss, Clinton's former campaign manager 
Mickey Kantor, a trade novice. Peking will 
be listening attentively for any change of 
nuance in the forthcoming talks that might 
offer a clue to the tone of the new adminis- 
tration's China line. 

The resumption of Sino-US exchanges 
on the Gatt are particularly significant since 
these consultations were suspended after 
the 1989 Tiananmen massacre. Peking ur- 
gently wants to rejoin the Gatt ahead of 
arch-rival Taipei. Media commentaries 
have set 1993 as the target year. 

Under the previous administration, the 
US pledged to support China's Gatt appli- 
cation after a last-minute agreement 
averted a showdown on market access last 
summer. But the timing and extent of that 
support is now up to Kantor to decide. US 
backing becomes all the more crucial as 
Taiwan steps up its blandishments of civil 
and military contracts for Gatt heavy- 
weights in Europe. 

By the same token, Western countries 
could make or break Peking's chance to 
host the Olympic games in the year 2000. 
^No matter what kind of stadiums and 
highways they have," says the poker-faced 
diplomat, “the Chinese have no chance 
unless they can lay Tiananmen to rest. For 
them, these prisoner releases are just a low- 
cost, high-profile gesture. These dissidents 
are already pretty well marginalised, any- 
way." 

Wang, for one, has no intention of stay- 
ing on the margins, however. Meeting pri- 
vately with friends from his 1989 glory 
days, he pronounced himself unrepentant 
and pledged to continue to work “with all 
my heart” for democracy in China. Unlike 
other dissidents who either escaped in 1989 
or were released since then, Wang has no 
intention to go abroad. He means to seek 
readmission to Peking University, where 
he was a freshman before his arrest. And 
he has a book project in the works. a 
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СНІМА 
Rural riots 


Peasants rioted at post offices 
in several parts of rural China 
last month as they could not 
cash the IOUs given by the 
government. This was 
indirectly confirmed by 
Agriculture Minister Liu 
Zhongyi when he told 
newsmen that farmers at the 
Lunar New Year were left 
holding 1005 equivalent to the 
full value of Peking's 1992 
mandatory grain purchases. 
Elsewhere, the IOUs were 
being used for daily 
transactions in lieu of 
currency. Cash strapped local 
governments imposed 
additional ad hoc levies upon 
peasants for investment 
projects, driving up an 
unprecedented number of 
rural migrants to stream into 
the prosperous coastal cities in 
search of work. Liu hoped that 
the new Basic Agricultural 
Law pending approval by 
China's nominal legislature 
would offer some relief. 


Anwar. 


THAILAND 
Expanding Asean 


A high-level regional forum in 
Bangkok on 22 February urged 
the integration of Vietnam into 
Asean as part of a process to 
ensure lasting peace and 
prosperity in Southeast Asia. 
The gathering was attended by 
senior government officials 
and academics. Thai Prime 
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BRIEFING 





Minister Chuan Leekpai, who 
opened the forum, supported 
the move, but cautioned that 
the region's strength also lies 
in its diversity. Malaysian 
Finance Minister Datuk Seri 
Anwar Ibrahim added that 
Asean should strive to increase 
its membership from six 
nations to 10 — meaning 

the eventual inclusion of 
Vietnam, Cambodia, Laos and 
Burma. 


SOUTH KOREA 
Kim's promise 

President Kim Young Sam, 
who promised a more 
inclusive government, has 
broken the tradition of 
excluding Cholla province 
residents from influential 
government posts by naming 
retired general Hwang In Sung 
as prime minister. Although 
Hwang, 66, comes from the 
military government of late 
president Park Chung Hee, he 
has served as agricultural and 
transportation minister. His 
nomination — which requires 
the consent of the parliament 
— is meant to heal the 
wounds of the 1980 civil 
uprising in Cholla against 
regional discrimination and 
military rule. 


INDONESIA 
Military promotions 


Jakarta has announced several 
promotions following the 17 
February resignation of armed 
forces (Abri) chief Gen. Try 
Sutrisno. Army Chief of Staff 
Gen. Edi Sudradjat, Sutrisno's 
deputy, will assume the 
military's top post pending 
the elevation of Abri Chief of 
Staff Lieut-Gen. Feisal Tanjung 
and Deputy Army Chief of 
Staff Lieut-Gen. Wismoyo 
Arismunandar. But Sudradjat's 
appointment could be 
temporary; the 54-year-old 
general has already been 
successfully treated for cancer 
once. It is expected that he will 
eventually be appointed to the 
less taxing job of defence 
minister. 





Japan is being urged to increase its peacekeeping role. 


JAPAN 
UN request 


Add one more voice to those 
urging Japan to assume a 
greater role in peacekeeping 
efforts. UN Secretary-General 
Boutros Boutros-Ghali has 
asked Japan to increase its 
participation in the UN's 
peace initiatives. But he 
backed down from earlier 
comments suggesting Tokyo 
should modify its pacifist 
constitution. The UN leader 
was in Japan for a five-day 
visit to seek support for his 
plan to create a new category 
of heavily armed UN peace- 
enforcement units empowered 
to intervene in conflicts with 
or without the consent of 
warring parties. Boutros-Ghali 
also asked Japan to facilitate 
its participation in the 
upcoming UN operations in 
Mozambique. 


INDIA 
Kohl's advice 


German Chancellor Helmut 
Kohl, in India from 19-22 
February on the first stop of 
his Asian tour, called on New 
Delhi to join the Nuclear Non- 
Proliferation Treaty. "That 
would be beneficial to Indo- 
German economic and 
technological cooperation," he 
said at a state banquet hosted 
by Indian Prime Minister P. V. 
Narasimha Rao. Earlier, Indian 
President S. D. Sharma had 
reiterated India’s position that 
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the treaty was discriminatory 
because it allowed existing 
nuclear powers to keep their 
weapons. 





VIETNAM 
Two is enough 


Hanoi's communist party last 
year fired or reprimanded 64 
party members for violating 
the government's family 
planning regulations which 
call on families not to have 
more than two children, the 
official Afternoon News 
reported. Finding ways to rein 
in the country's rapidly 
growing population — which 
continues to grow by 2.3% 
per year — was a major focus 
of the communist party's 
central committee plenum in 
January. 


Women in middle- 
management, Japan 
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PAKISTAN 


Commando confusion 


US Green Berets stir the political pot 





By Salamat Ali in Islamabad - 





novel or a screenplay for an action- 

packed Hollywood film. Some 65 US 
Green Beret special forces’ troops make а 
secret landing on the night of 9 February at 
a Pakistani airbase near Peshawar. They 
are shifted the same night in four helicop- 
ters to another camp at Cherat controlled 
by the Special Services Group, the Paki- 
stani counterpart of the Green Berets. For 
more than a decade Cherat had been a base 
camp for clandestine operations into war- 
wracked Afghanistan. 

The thriller writer could have carried 
on spinning the complicated web of se- 
crecy, but real life intruded to change the 
plot. Someone leaked the news and, within 
24 hours of the Green Berets landing, Qazi 
Hussein Ahmed, leader of the Jamaate 
Islami party, charged that the Americans 
were on a covert mission into Afghanistan 
to neutralise Gulbuddin Hekmatyar — one 
of the rebel commanders currently menac- 
ing the Kabul regime. 

Army chief Gen. Abdul Waheed 
quickly refuted Hussein Ahmed's charge, 
but confirmed the Americans' presence on 
a month-long routine joint exercise with 
Pakistani troops. Parliament entered the 
melee hard on the general's heels, with the 
speaker extracting an official confirmation 
from Minister of State for Foreign Affairs 
Siddiq Kanju. 

But such official confirmations merely 
encouraged the Jamaat leader to raise more 
questions on 12 February about the secrecy 
of the landing and the treaty governing the 
exercise. He pointed out in a statement that 
the US had stopped military cooperation 
with Pakistan, had expressed fears of Is- 
lamic revival in the region and threatened 
to impose sanctions on Pakistan for sup- 
porting terrorism abroad. 

Then came the turn of the Jamaat's 
long-standing Afghan ally, the Hizbe 
Islami group, which is dominated by 
Hekmatyar. A communique issued by the 
radio and newsagency controlled by 
Hekmatyar alleged that the US, Pakistan 
and Afghan President Burhanuddin 
Rabbani had made a secret deal against 
Hekmatyar — Rabbani's major adversary. 
The US was to extend full support for 
Rabbani in return for his making Pir 
Ahmad Сайапі, a mujahideen moderate, 
the prime minister. 

Although the deal met with strong op- 
position from Gailani's rivals in Kabul, 


I t has the makings of a best-selling spy 
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Washington was meeting its part of the 
bargain by sending the Green Berets in an 
operation against Hekmatyar, according to 
the communique. Further, the report 
claimed that it had intercepted a radio mes- 
sage revealing the operation was to start 
on 16 February and questioned why it had 
been delayed. 

Both Washington and Islamabad have 
declared that the Cherat exercise, code- 
named "Inspired Venture 93," is not re- 
lated to the security situation in the region. 
Most experts on Afghan affairs also agree 
that a limited, commando-style operation 
would be unlikely to capture Hekmatyar 
without the active support of his close 
aides. With Hekmatyar already fore- 


Was Hekmatyar on а US hit list? 


warned and on the alert it would be 
virtually impossible to depend on such 
support. 

Most of the speculation on the Green 
Berets' mission stems from the timing of 
their arrival, which coincides with renewed 
concern in Washington over the hundreds 
of Stinger anti-aircraft missiles still in the 
hands of the warring Afghan groups. 

The CIA had supplied the Stingers to the 
Afghan mujahideen during their civil war 
against the Moscow-backed communist re- 
gime in Kabul. As Hekmatyar's forces have 
most of these missiles, the CIA is worried 
some of them may be passed on to other 
radical Islamic groups in the region. 

The Green Beret landing also coincided 
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with the arrival of other US operatives 
from the Drug Enforcement Administra- 
tion and a team of Federal Bureau of 
Investigation agents. Many of the 
mujahideen groups protect heroin smug- 
glers from Afghanistan, and Kabul has lit- 
tle control over them. While the DEA staff 
are in Pakistan to liaise on drug control 
measures, they have been linked with the 
Green Berets in the local public's percep- 
tion. 

The FBI agents are known to be search- 
ing for Aimal Kansi, a young Pathan from 
Baluchistan, for his alleged involvement in 
the recent murder of CIA officials in the US. 
Kansi inherited a fortune on his father's 
death in 1989 and is known to have trans- 
ferred millions of dollars to the US, which 
he entered clandestinely in March 1991 and 
sought political asylum there in February 
1992. 

Despite his access to large sums of 
money, Kansi took a job as a despatch clerk 
at a courier firm owned by a son of Victor 
Marchetti, a former CIA official who re- 
signed in the 1970s after protesting against 
the agency's covert operations. The CIA is 
one of the courier firm's customers. 

On 25 January, Kansi is alleged to have 
shot dead two people and injured two 
others at a traffic junction near the CIA's 
Langley, Virginia, headquarters. Those 
killed were Frank Darling, who worked in 
CIA covert operations and Lansing Bennett, 
who was known to have been involved in 
analysing the health of foreign government 
leaders for the С1А. Those who narrowly 
escaped death, but were seriously injured, 
were CIA analyst Nicholas Starr and engi- 
neer Calvin Morgan. 

Within days Kansi returned to Pakistan 
and disappeared as Washington began the 
process to extradite him. He is thought to 
have slipped across the border into either 
Iran or Afghanistan. Teheran promptly de- 
nied any knowledge of Kansi's where- 
abouts and offered to help in the manhunt. 
That left Afghanistan as the likely hideout, 
and it did not take long for rumours to link 
his disappearance into that country with 
the arrival of the Green Berets at Cherat on 
the Afghan border. 

While the Green Beret saga is set to gen- 
erate speculation for some time to come, 
the Jamaat — which has kicked up so 
much fuss over the affair — has been ac- 
cused by its detractors of hypocrisy. Under 
a bilateral security treaty signed by the US 
and Pakistan in 1959, military cooperation 
— including joint clandestine operations 
and American access to Pakistani air bases 
— have been a significant feature in rela- 
tions between the two countries. When the 
Jamaat was part of the government in the 
1980s it did not object to such operations 
but now that it is out of power, its critics 
charge that the party is trying to make po- 
litical capital out of the long-standing ar- 
rangement. * 
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SOUTH 


Character 


assassination 


Media revelations 
force Kim aide to resign 


KOREA 





By Shim Jae Hoon in Seoul 


aving a political assassin among his 
H in-laws need not necessarily have 

ended Chun Byung Min's chances 
of pursuing a successful career as a pre- 
sidential aide. But, given the controversy 
surrounding the man himself, the media's 
discovery that Chun's father-in-law had 
assassinated Song Chiu U, a nationalist 
leader close to the US military regime that 
ruled South Korea in 1945, was more than 
the public could take. 

Three days after being chosen to fill 
what was expected to be the 
most influential post on 
president-elect Kim Young 
Sam's personal staff, Chun 
was forced to step down in 
a move which may well 
have damaged Kim. The 
media campaign which 
helped expose his murky 
family background cer- 
tainly did nothing to boost 
confidence in Kim's politi- 
cal judgment. Perhaps even 
more damaging, the scan- 
dal over Chun's appoint- 
ment may have delayed 
political reform in South 
Korea. 

Chun's appointment to the newly creat- 
ed post of senior adviser on policy affairs 
was seen from the start as a shock to the 
system. Whereas top jobs in the presiden- 
tial Blue House are normally reserved for 
graduates of elite universities, Chun's edu- 
cation ended at high school and he has 
never held a formal position in govern- 
ment. 

Chun’s credentials for the job, on the 
other hand, include his crucial role in help- 
ing create an image of Kim Young Sam as 
a reform-minded leader that helped him 
upstage opposition leader Kim Dae Jung 
in last year's presidential election cam- 
paign. Impact Korea, a think-tank which 
Chun founded and ran, helped draft many 
of Kim’s election pledges — including the 
promise to cut back on government man- 
power and abolish or merge several 
bloated ministries. 

As secretary for policy affairs, Chun 
would have had the task of orchestrating 
public support for Kim's so-called reform 
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Chun's exit may hurt reform 
prospects. 


agenda, leaving the president free to tackle 
conservative resistance to the reforms in- 
side and outside the ruling Democratic Lib- 
eral Party (DLP). Chun's withdrawal may 
have damaged the prospects of getting the 
reform programme through. 

Chun's value to Kim was not limited to 


his role as policy coordinator. He is said to | 


have won Kim’s attention after the January 
1990 merger of his Reunification Demo- 
cratic Party with the DLP when Kim was 
fighting for nomination as the DLP's presi- 
dential candidate. It was Chun who per- 
suaded Kim to take a hard line against DLP 
rivals who were trying to undermine his 
chances by pushing the idea of introduc- 
ing a Westminster-type parliamentary sys- 
tem. 

Taking Chun's advice, Kim made a 
symbolic protest journey to his home con- 
stituency in Masan in May 1990. Seen as 
gesture of defiance against outgoing Presi- 
dent Roh Tae Woo, this focused national 
attention on Kim and improved his 
chances of eventually winning the succes- 
sion. 

"Chun is a genius when it comes to po- 
, litical image making," an 
З advertising executive who 

has watched him in action 

says. Although he is now 
associated with Kim, Chun 


Roh's 1987 presidential 
campaign, where he was 
credited for making Roh 


nessman by having him 


carry a briefcase to work. 


trouble combating his 
image as a retired general. 


With such a reputation, | 


it was not surprising that 
Chun’s elevation to a top staff job caused 
something of a flurry within the DLP. With 
information apparently fed by party insid- 
ers, the media began to focus on what the 
opposition-inclined Dong-A Ilbo newspaper 
described as Chun's "obscure and shady 
background." The rising level of media 
criticism prompted Kim himself to come to 
Chun's defence by saying his choice 
“rested on [Chun's] proven ability which 
more than compensated for lack of formal 
education." 
Those opposing Chun's appointment 
scored a breakthrough on 20 February, 


when Dong-A Ilbo confronted Chun's wife | 


with the information that she was the 
daughter of Song's assassin. Chun at first 
resisted pressure to resign, arguing that 
"the system of holding someone responsi- 
ble for the conduct of his relative has long 
been abolished." But as the issue gathered 
strength he decided to back down, and it is 
unclear whether Kim will fill the post with 
another candidate. и 
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figured prominently in | 


look like a civilian busi- | 


Before Chun suggested the | 
idea, Roh had been having | 





DIPLOMACY 


‘Taiwan’s 


French toast 
he long term aim is to get juice out 
| of both halves of the orange" says a 
Western political analyst of France's 
recent decision to upgrade its diplomatic 
presence in Taiwan by issuing tourist visas 
direct from the French Institute, the name 
given to its representative office in Taipei. 
France has its eye on Taiwan's high 
speed rail and nuclear projects, including 
the projected fourth nuclear power station 
with foreign components worth US$4-5 bil- 
lion. But it also hopes to maintain a strong 
footing in China, where it ranks as the 
second largest source of aid and low cost 
loans after Japan. France's tactics could be 
a lesson to other countries on how to gain 
benefits from Taipei without seriously 
jeopardising relations with Peking. 
Despite willingness to break new 


| ground, especially in weapons sales to Tai- 


wan, French representatives say that in 
some ways their ties lag behind those of 
other countries which have no diplomatic 
relations with Taipei. Many such countries, 
for example, issue visas directly from their 
unofficial offices, including Australia, Brit- 
ain, Canada, Germany and the US. 

“We are not ahead of other countries in 
this respect," said Jean-Paul Reau, the 
newly appointed director of the French In- 
stitute in Taipei. But, he added, "I am not 
here to keep a low profile and I want to 
promote French interests as best I can." 

Other observers say France has set the 
pace for relations with Taiwan. Three years 
ago, it sent the first cabinet-level minister 
to Taiwan from Europe in more than two 
decades. Last year, Paris authorised the 
sale of 60 Mirage 2000-5 jet fighters after 
agreeing to sell frigates a year earlier. 

After a confirmation of the aircraft deal 
in January, Peking ordered the French con- 
sulate in Canton to close and disqualified 
French companies from bidding on the 
Canton transit system project. But the re- 
prisals were minor considering what 
France could gain by winning business 
contracts and increasing trade and other 
exchanges in Taiwan. 

Reau says that France has actually been 
late in realising Taiwan's potential as an 
economic and cultural partner in Asia. “For 
us in France, Taiwan was non-existent 
three years ago," Reau said. "Now we've 
rediscovered it and have broken some psy- 
chological barriers. I see in Taiwan a coun- 
try that wants to open itself to other coun- 
tries than the US. The Taiwanese have re- 
alised they should diversity their external 
relations and have seen the importance of 
Europe." m Julian Baum 
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FOREIGN 


RELATIONS 


Accidental tourist 


Taiwan foreign ministers Japan visit sparks row 





By Robert Delfs in Tokyo and Julian Baum d 
in Taipei 


as it sure-footed or flat-footed di- 
W plomacy? Either way, an unoffi- 

cial visit to Tokyo in mid-Febru- 
ary by Taiwan Foreign Minister Fredrick 
Chien — meant to strengthen ties between 
Taipei and Tokyo without offending China 
— seems to have upset everybody. 

The Chien visit, the first by a Taiwan 
foreign minister in 20 years, drew an im- 
mediate protest from the Chinese Govern- 
ment through Tokyo's embassy in Peking. 
Meanwhile, what had initially looked like 
a carefully moderated effort to ratchet up 
informal contacts to a higher level had de- 
generated into mutual recriminations and 
name-calling between Tokyo and Taipei. 
The worry now is that lingering irritation 
over Chien's trip may poison the atmos- 
phere for any further progress in unofficial 
relations. 

Angry that he was not accorded even 
an informal meeting with government offi- 
cials in Tokyo, Chien sharply criticised Ja- 
pan for allowing Peking to dictate the pace 
of Japan-Taiwan relations. 

"Among the major nations of the world, 
Japan suffers most seriously from main- 
land-phobia, which has already taken a toll 
on Japan's sovereignty," Chien said after 
returning to Taipei. Chien also complained 
that the publicity given to his visit com- 
bined with mainland Chinese pressure on 
Japan had "aborted a lot of things that 
should have been accomplished." He went 
on to warn that relations between Taiwan 
and Japan would not improve as long as 
Japan's “mainland-phobia stands in the 
way." 

Chien's tough comments echoed the 





frustration felt by Taiwan's Japanese- 
speaking President Lee Teng-hui, who has 
often spoken out against Tokyo's stiff cor- 
rectness in keeping to a low level of con- 
tacts. 

Taiwanese officials see Tokyo's cautious 
go-slow approach as increasingly out-of- 
step at a time when other countries both 
within and outside Asia are adopting a 
more open approach. 

Japan did not respond 
publicly to Chien's criti- 
cism, but officials in Tokyo 
privately expressed consid- 
erable irritation over his re- 
marks. "Chien promised us 
that this was purely a pri- 
vate sightseeing visit when 
he applied for a tourist visa, 
and we strictly observed 
the conditions," said a gov- 
ernment official who did 
not wish to be identified. 

"Taiwan misunder- 
stands our position," the 
official continued. "They 
have a political aim, which 
appears to be to pressure 
Japan into choosing Taiwan instead of 
China. If this is what they think, their com- 
plaints will never be solved." 

Although Chien failed to meet any min- 
isters, he was given a warm welcome in 
the Nagatacho political district of Tokyo. 
More than 20 MPs from the ruling Liberal 
Democratic Party attended a reception for 
Chien on 16 February, including Hiroshi 
Mitsuzuka, the head of what is now the 
largest intra-party faction. Another guest 
was Keigo Ouchi, chairman of the Centre- 
Left Democratic Socialist Party. 

But Chien apparently also expected to 





Chien accuses Tokyo of 
‘mainland phobia.’ 


have an informal meeting with Foreign 
Minister and Deputy Premier Michio 
Watanabe during his stay. During the past 
18 months, at least two Taiwanese minis- 
ters have been granted high-level official 
meetings while on “private” visits to To- 
kyo. Shirley Kuo, chairman of Taiwan’s 
Council for Economic Planning and Devel- 
opment, attended a dinner with then chief 
cabinet secretary Koichi Kato during an 
unofficial visit to Tokyo last November. 
Taiwan Minister of Economic Affairs Vin- 
cent Siew also met informally with senior 
Japanese officials involved in economic af- 
fairs during an unofficial visit to Tokyo in 
1991. 

A similar informal meeting between 
Watanabe and Chien might have originally 
been in the cards, but Watanabe, who had 
just returned from Wash- 
ington, unexpectedly en- 
tered a Tokyo hospital the 
day before Chien arrived. 
Chien reportedly was re- 
luctant to accept the fact 
that a meeting with 
Watanabe had become im- 
possible, according to a 
source close to senior gov- 
ernment officials. "This 
person simply refused to 
understand that when 
you're sick, you're sick." 

Other Japanese sources 
suggested that there was 
never any possibility of an 
informal meeting between 
Watanabe and Chien. "If he thought so, 
then he was wrong," one source said. 
“Chien is the foreign minister of Taiwan, 
so the situation is quite different from 
[Shirley] Kuo, who is concerned with eco- 
nomic affairs.” 

Japan’s reluctance to allow official con- 
tacts with Taiwan contrasts with the ap- 
proach taken by some Asean countries that 
now frequently send cabinet ministers on 
private visits to Taipei. The Philippines dis- 
patched its first official cabinet-level visi- 
tor, Secretary of Labour Nieves Confesor, 
to Taipei last year to inaugurate a centre 
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for Filipino labourers. Rumours of a possi- 
ble visit to Taiwan by Philippine President. | 


^ Fidel Ramos were denied by Manila in late 


February, though Ramos did make à pri- 
vate trip to Taiwan before the presidential 
election two years ago. 

. Seen from Taipei, Japan lags badly in 
the diplomatic stakes but officials added 
that the principal problem of relations with 
Tokyo is the fact that the skyrocketing 
trade deficit remains unchecked. In 1992 
Taiwan became Japan's biggest Asian ex- 
port market and trading partner with total 
exports of US$21.15 billion, up 15.8% from 
1991. 

Japan's bilateral trade surplus with Tai- 
wan reached US$11.7 billion іп 1992, ac- 
cording to Japanese figures, but Taiwan ex- 
pects the trade gap to exceed US$16 billion 
this year. On a per capita basis, this is three 
times Japan's trade deficit with the US. 

In contrast to the nationalistic rhetoric 
of a decade ago and a futile attempt to ban 
imports of Japanese capital goods, the Min- 

istry of Economic Affairs in Taipei has 

. hired Japan-based consultants to advise on 

long-term strategies for relieving the de- 

pendence of Taiwanese industry on Ja- 
panese technology. 

But the problem of dependence on Ja- 
panese-made components is à structural 
one, say economists, and is not likely to 
ease soon. Meanwhile, Japanese consumer 
"goods pour into Taiwan and the govern- 
- ment says that it wants continued quotas 
cor even outright bans on certain Japanese 
products despite its imminent admission 
to Gatt. 

Taiwan's concern with technology 
transfer was stressed by Koo Chenfu, a sen- 
ior Taiwanese businessman who met Ja- 
panese Minister of International Trade and 
Industry Yoshiro Mori in mid-February. 
Koo presented a list of 66 high-technology 
components for which Taiwan wants Ja- 
panese companies to transfer production 
to Taiwan. Koo also presented Mori with 
an open invitation to visit Taiwan. He was 
accompanied by a delegation which in- 
cluded Taiwan's Vice-Economic Minister, 

K. P. Chiang. 

Japanese officials see trade problems as 
taking second place to the dilemma of how 
to handle political relations with Taiwan 
“If we had normal diplomatic relations 
with Taiwan, then [the trade surplus] 
would of course be a major topic for bilat- 

* eral discussions at the ministerial level," an 
official said. 

"In the past, we were too strict, so our 


unofficial exchanges with Taiwan should - 


г become more natural and more appropri- 
сас,” the official said. "But Japan, Taiwan 
and China have their own specific history. 
Taiwan was a Japanese colony for 50 years, 
and we invaded China so our relations 
with Taiwan are naturally very different 
from those of other countries in Asia, Eu- 
rope or the US." ы 
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MALAYSIA 


Behind the 


lines 


Opposition victory in 
electoral boundary row 


By Michael Vatikiotis i in л Kuala Lumpur 


t is not often that Malaysia' 5 political 
КЕЕ scores points against the 

government. So when the Democratic 
Action Party (DAP) challenged new elec- 
toral boundaries in court, most observers 
felt there was little chance they would suc- 
ceed. Politics in Malaysia, however, is full 
of surprises. 

Rather than contest the case in court, 
the independent Election Commission 
withdrew its defence and revoked the new 
constituency boundaries. "We were sur- 
prised by the turn of events," said DAP MP 
Karpal Singh, who also served as the 
lawyer for the case of the opposition 
party. "The government never gives in to 
us. This is the first time ever," he told the 
REVIEW after the 16 February court hear- 
ing. 

The opposition contended the new 
boundaries were illegally fixed as a statu- 
tory eight-year period between boundary 
changes had not yet elapsed. 

But behind this largely technical 
objection lay much broader concerns over 
the extent to which the new boundaries 
may have been tailored in the govern- 
ment's favour. Some observers believe the 
speed with which the whole exercise was 
conducted portends an early general elec- 
tion. 

The Election Commission had earlier 
determined that the increase in voter popu- 
lation — which had risen from 5.5 million 
in 1984 to 7.3 million in 1992 — warranted 
12 extra parliamentary seats and 43 state 
assembly seats. The proposed changes 
were rushed to parliament and the state 
assemblies where a majority was required, 
and in most cases obtained, to amend the 
federal and state constitutions to allow the 
extra seats. 

It now appears the exercise was a little 
too hasty. The statutory eight-year period 
expired on 8 November 1992, while notifi- 
cation of the new boundaries given on 26 
November stated that the procedure had 
been completed just two days after the ex- 
piry date. 

The par cried foul, claiming that since 
no proper redelineation exercise could 
have been conducted in two days — one of 
them a public holiday — the Election Com- 
mission must have started their work well 
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before and: was therefore i in breach of the 


constitution. 

At à news.conference on the day of the 
РАР court hearing, Election Commissior 
chairman Datuk Harun Din admitted thai 
mistakes had been made. “We realised re- 
cently that parliament passed a bill calling 
for a review of electoral boundaries under 
a wrong section of the constitution,” he 
said. However, Harun denied that the 
changes were abandoned in response tc 
the DAP's suit, citing only "technical prob- 
lems." 

An apparently irritated Prime Ministei 
Datuk Seri Mahathir Mohamad remarked 
that the country had become too bound by 
laws and regulations. He said government 
was being disrupted because of mino: 
technical problems, noting “we need to ас- 
cept that when problems arise merely be- 
cause of technicalities we need to have 
some flexibility.” 

Most observers believe the Electior 
Commission genuinely slipped up. More 
surprising to some is the tacit admission 
by the government that the РАР had a case 
— if only by announcing the scrapping ot 
the changes on the day of the court hear- 
ing. Karpal Singh had been expecting the 
government to cite a 1987 Supreme Court 
precedent which ruled the courts had nc 
jurisdiction over the Election Commission 
on the grounds that their duty was pre- 
scribed by the constitution. 

Yet while DAP secretary-general Lim Kit 
Siang was calling the move "a historic vic- 
tory," party officials accepted that a new 
boundary exercise will be conducted. 
However, some opposition sources regard 
this as only a temporary set-back to pros- 
pects of an early general election. "This is 
only a setback in the timetable, now they 
are talking about getting [the new bounda- 
ries] ready by the middle of the year," Lim 
said. 

The government's present term runs 
until 1995, but analysts agree that Mahathir 
could well call an election later this year or 
in early 1994. The speculation is based on 
the need to quell factionalism in the run- 
up to the intra-party polls of the ruling 
United Malays National Organisation 
(Umno) later this year, and Mahathir's pos- 
sible desire to renew his mandate sooner 
rather than later while the economy is 
buoyant and his health is good. 

Earlier this month, the independent bi- 
monthly Watan reported that civil servants 
had already been assigned to special 
courses normally held prior to elections. 

However, a senior Umno source told 
the REVIEW that plans for an early poll may 
have been delayed by the just-resolved 
confrontation with the Malay rulers. Con- 
cerns within Umno over the political fall- 
out from the rulers' crisis in rural Malay 
areas may mean the opportunity to re- 
stage the constituency delineation exercise 
comes as a blessing in disguise. n 


4 MARCH 1993 





INDONESIA 


The guessing game 


Who is going to be Indonesia's next vice-president? 


By Suhaini Aznam in Jakarta 
ith less than two weeks to go be- 
W fore Indonesians walk into poll- 
ing boths to elect the country’s 
president the suspense is mounting. It is 
not about who will be president — Presi- 
dent Suharto is the only candidate — but 
about who will be his running mate. 

The president has not expressed his 
wish, but one front-runner has emerged for 
the vice-presidential position which will be 
determined by the 1,000 member People’s 
Consultative Assembly (MPR). It looks as if 
Suharto’s deputy and possible successor 
will be departing armed forces chief Gen. 
Try Sutrisno. Having se- 
cured the support of 
three of the five groups 
in the MPR, Sutrisno 
would normally be con- 
sidered a shoo-in. And, 
to be sure, he is well 
placed. But in Jakarta, 
nothing can be taken for 
granted. Even with the 
two remaining groups 
in the MPR apparently 
ready to support him, 
Sutrisno still may not be- 
come Indonesia’s sixth 
vice-president. 

That is because Su- 
harto himself will make 
the final decision. Past 
political practice has always given the 
president the right to reject vice-presiden- 
tial nominees on the basis of “compatibil- 
ity.” While Sutrisno — Suharto’s adjutant 
from 1974-78 — is a known and loyal 
quantity, the president has surprised the 
political world by making unexpected de- 
cisions before. He may do so again. One 
reason is that his choice this time undoubt- 
edly will be his most important; whom- 
ever he selects as vice-president has the 
best possibility of succeeding him at the 
rend of his sixth — and, most likely, final — 
five-year term. Suharto is running unop- 
posed. 

Sutrisno’s front-runner status is far from 
certain though because at least one of the 
groups — if not all three — took the unu- 
isual step of nominating him without first 
consulting the president. If the armed 
forces (Abri), which announced its support 
for Sutrisno on 12 February, was one of 
Khem that would signal an important bid 
Бу the military to assert its independence. 

Abri's stakes in the 11 March election 
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for vice-president are high. If it fails to get 
Sutrisno elected, it is worried that the presi- 
dency could fall into civilian hands by 
1998. But army leaders are likely to have 
their hands full. Well-placed sources say 
Suharto is incensed at having been pushed 
into a corner by the early nominations. 
That is especially true given one of them 
was from the military of which he is su- 
preme commander. 

The first of Sutrisno’s three nominations 
came in January from the small Indonesian 
Democratic Party (PDI), which openly de- 
clared that it had not consulted Suharto 
over its choice. But Abri's nomination — 
followed two days later by that of the Mus- 


lim United Development Party — was seen 
as more important. While Suharto could 
still refuse Sutrisno, or perhaps even per- 
suade him to stand down, "the price to 
pay," says Jusuf Wanandi of the Centre for 
Strategic and International Studies, ^would 
be too high." Abri's move, he says, has 
^put the onus on the president." 

Others agree. "Suharto realises the dan- 
ger of alienating the military," says a po- 
litical scientist. "He does not want to create 
a Sukarno vs military situation, especially 
in his last term. He wants to leave without 
controversy, from a position of strength." 

Diplomats offer an additional explana- 
tion. Their early thinking is that Abri's 
nomination was designed to pressure the 
ruling Golkar party into supporting 
Sutrisno as well. If true, that reasoning was 
sound. Three days after the armed force's 
nomination, Golkar chairman Wahono said 
his party's nominee, ^would be the same 
as Abri’s.” Given Wahono's undisputed 
loyalty to Suharto and his position as 
speaker of the MPR, observers concluded 
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that Sutrisno’s candidacy had received Su- 
harto’s blessing. 

But in addition to pressuring Golkar, 
Abri may also have had other motives be- 
hind its early announcement. In 1988, the 
military wanted a candidate other than 
current Vice-President Sudharmono. But 
before Abri could name its choice, Suharto 
made his decision and everyone fell into 
line. This time, Abri officials moved first. 

Sutrisno, 57, announced his retirement 
from the armed forces on 17 February, af- 
ter having three times been extended past 
the customary retirement age of 55. Born 
in Surabaya, he is Javanese, a Muslim and 
acceptable to all groups in parliament. 

But the general's star dipped briefly in 
November 1991, when critics blamed him 
for failing to anticipate the events that led to 
the army's shooting of separatist demon- 
strators in East Timor. Although he has 
since recovered lost ground, he was ulti- 
mately held responsible for that disaster. 

One aspirant to the vice-presidency who 
no longer seems to be in the running is 
Minister of Research 
and Technology B. J. Ha- 
bibie. Indonesian ana- 
lysts agree that Habibie, 
a virtual Suharto pro- 
tege, would have been 
Suharto's likely first 
choice. But in an outspo- 
ken interview last Octo- 
ber in the weekly maga- 
zine Tempo, Habibie 
may have jumped the 
gun when he implied 
that his closeness to Su- 
harto gave him a better 
than average chance to 
become vice-president. 
The statement did not 
play well in Jakarta 
where humility is a political necessity. On 
16 February, Habibie withdrew from con- 
sideration when he told reporters that he 
would remain in his current portfolio. 

But with Habibie's withdrawal and 
Sutrisno's nomination, all eyes shifted to 
incumbent Vice-President Sudharmono. 
Abri has been uneasy with Sudharmono 
despite his own Abri origins. Part of the 
reason for that apprehension is his stint as 
Golkar chairman from 1983-88 during 
which he restructured the party and built 
his own power base. Worried that the move 
was an attempt to cut off their influence, 
Abri officials have since set about undoing 
the vice-president's network. 

More than anything, however, this 
year's lobbying and counter-lobbying for 
who becomes the vice-president is a com- 
petition about political power. In the end, 
the eleventh-hour manoeuvring is essen- 
tially a direct test of Suharto's strength af- 
ter 25 years in office. Ultimately, says Oka 
Mahendran, a senior Golkar MP, "every- 
thing goes back to [Suharto]." п 
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sociation, a radical dissident organisation, 
says the more rice growers produce, the 
more money they lose. In addition, the spi- 
ralling cost of labour is further worsening 
the farmers' plight. Wages have jumped 
from Won 1,467 per day for men in 1975 to 
Won 18,563 in 1990, according to a govern- 
ment survey. That compares with Won 
36,000 for a painter's wages in the city. 

With farming becoming such a bad 
business, it is small wonder that people are 
leaving in massive numbers. Even the gov- 
ernment's Rural Factory Scheme — which 
builds food-processing plants near farms 
to provide jobs to rural communities — has 
been mostly ineffective. In January, the 
government announced that more than 
half of the 3,221 projects have had to be 
closed down because of a labour shortage. 
So much for trying to keep people down 
on the farm. 

When they do leave, some farmers pull 
a fast one, keeping their farmlands 
idle and untended. They then out- 
wit the government by dumping 
industrial wastes on idle paddies, 
allowing them to claim their land is 
unfit for farming and therefore 
must be converted to industrial use 
or housing. This neat trick brings a 
windfall gain of 10 times the price 
of rice paddies, which normally 
cannot be sold or converted. 

Of course, plenty of farmers es- 
chew these kinds of games and stay 
on the farm. Those who do are 
mostly in their mid-50s — people 
who are likely to be too old to look 
for new jobs in new circumstances. 
Of about 1.7 million households 
that were still engaged in farming 
in 1990, only 290,000 had a young 
family member willing to continue 
farming. 

That probably is more than can 
be said for Taiwan, where agricultural 
communities are under heavy pressure to 
shed the last remnants of a distinctive ru- 
ral culture and lifestyle and be absorbed 
into the cities. 

The government's commitment to rapid 
economic development during the past 20 
years has subordinated agriculture to in- 
dustrial growth and has encouraged ex- 
pansion of industries into rural areas to tap 
cheap labour. But as Taiwan's labour costs 
rise, inefficient rural industries can no 
longer compete in international markets. 

The policy of industrialising rural areas 
continues, with tax breaks for companies 
locating outside the cities and other local 
incentives for business. 

Many lawmakers have criticised the 
government's six-year national develop- 
ment plan, adopted in 1991. They argue 
that it neglects rural areas and fails to pro- 
vide "balanced development." The plan 
has focused on infrastructure spending to 
serve the major cities, though the new high- 
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ways, rail and urban mass transit systems 
would open up access to the nearby coun- 
tryside and further urbanise large tracts of 
what was once agricultural land. 

The Taiwan Government is spending 
about NT$300 billion (US$11.7 billion) an- 
nually for agricultural development, one 
third of which is spent on crop subsidies 
for rice and other grains. This spending has 
not stemmed the degradation of rural ar- 
eas and has resulted in overproduction of 
food grains, especially rice. 

Hsia Chu-joe of National Taiwan Uni- 
versity's Graduate Institute of Building and 
Planning says there has been no effective 
land-use policy, little concern about devel- 
opment planning for rural areas, and few 
attempts to protect rural lifestyles. 

In one generation, the agricultural la- 
bour force on Taiwan gave a solid base to 
the island's industrial development and 
brought political stability, says Hsia. This 
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family-based industrialisation was an im- 
portant contribution to the “Taiwan mira- 
cle” that gave the country double-digit eco- 
nomic growth rates during the 1970s and 
1980s. 

But with industries spreading un- 
checked from the cities along the island’s 
congested west coast, some of the richest 
agricultural lands were also transformed 
into heavily polluted industrial zones. Ur- 
ban and rural areas were merged into one 
continuous belt of suburbia from Taipei to 
Kaohsiung. 

While keeping some labour down on 


the farm, the entry of industry into the ru- - 


ral areas brought widespread destruction 
of the environment. Illegal construction, 
industrial waste and drawing down of 
groundwater by factories ruined large 
tracts of valuable agricultural land along 
Taiwan’s west coast. 

Since the late 1980s, many of these fam- 
ily-based rural industries have been forced 
to adapt once again as labour rates have 
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spiralled and goods from elsewhere in Asia 
have taken their place on international 
markets. Tens of thousands of these ineffi- 
cient and often heavily polluting manufac- 
turing ventures have closed down while 
the more established companies have 
moved to the Chinese mainland or South- 
east Asia. 

The resulting loss of jobs outside the 
major cities has given a new impetus to 
rural-urban migration, according to the 
Council of Agriculture. The rural popula- 
tion, estimated at 15% of households and 
20% of total population, has still not stabi- 
lised. 

Opposition members of the legislature 
are especially critical of the government's 
rural-development policies. “In the process 
of urbanisation and industrialisation, the 
resources for education, transportation and 
other public services in the rural areas have 
been too few," says lawmaker Ju. "I call 
this process the Mexicanisation of Taiwan 
— the way Mexico City has attracted huge 
numbers of peasants from the countryside 
without proper planning. This is a very se- 
vere social and political problem." 

Ju and other opposition lawmakers say 
many rural voters abandoned the ruling 
Kuomintang (KMT) in the 1992 legislative 
elections because of the accelerating eco- 
nomic decline of rural areas and the gov- 
ernment's neglect of ageing farmers. In the 
past, the KMT had controlled the rural 
population through manipulating local fac- 
tions and dominating local farmers' organi- 
sations. Now that control is breaking down 
and the opposition party and independents 
are gaining followers. 

After the sting of last December's elec- 
toral rebuke to the кмт, the government 
has moved belatedly to placate the ageing 
rural population. In January, then premier 
Hau Pei-tsun ordered the Council of Agri- 
culture to propose a farmers' annuity pro- 
gramme by June. Policymakers hope that 
the pension scheme will encourage older 
farmers to retire and allow younger work- 
ers to take over. 

The government says it will continue to 
protect certain basic food grains, even if 
Taiwan gains admission this year to the 
Gatt. The current price-support system will 
be converted into direct subsidy payments 
to farmers, but many are worried that the 
state's support for agriculture continues to 
weaken. 

"Even if the state protects the price of 
rice, farmers still can't earn a living and 
have to find other jobs," notes Wang, the 
Tunghai University sociologist. 

That lament is being heard now all over 
Northeast Asia. For the region's farmers, 
the future looks bleak indeed. "When the 
rice market is opened, we professional 
farmers will be the hardest hit," asserts 
Ryoichi Sato, a young farmer in Kakuda, 
Japan. "The only thing that can save us 
real farmers now may be God." в 
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Striking it rich 


Taiwans farmers trade land for cash 





By Julian Baum in Luchou 





There was once a time — 
Д only 10 years ago — 
when Luchou was an 
area of open fields in 
which solitary farmers 
tended to their rice pad- 
dies in relative quiet. To- 
day, officials boast that Luchou has the 
highest per capita ownership of Mercedes 
and BMW cars in Taiwan. 

"The stories about car ownership are 
probably exaggerated," says Lin Hung- 
sheng, a farmer-turned-landlord whose 
own BMW sits in the garage of his five-sto- 
rey townhouse. “I personally know only 
20 people with Mercedes." 

Located just across the Tam Shui River 
from Taipei, Luchou is the story of what 
happens when cities expand into rural ar- 
eas. Once fertile farm land, these areas are 
fast becoming integral outlets for over- 
crowded, expensive cities. 

As that transformation has taken place 
in Luchou, the town's farmers have ac- 
quired wealth beyond their dreams. Today, 
instead of supplying fruit and vegetables 
to Taipei's population, they supply an even 
more vital commodity — housing. The 
evolution from food to property has been 
accompanied by a change in financial se- 
curity as well. 

Once among the poorest residents in the 
region, Luchou's citizens are now among 
the wealthiest. In 1983 the town boasted 
just two college graduates among its popu- 
lation of 12,000; today those numbers are 
20,000 and 120,000 respectively. If planners 
are correct, the population will double to 
240,000 by the end of the decade. 

Luchou's streak of good fortune began 
in 1984 when the central government de- 
cided to build flood control dikes and new 
bridges linking the town to Taipei. Shortly 
thereafter, Luchou stopped producing veg- 
etables. Now the concept of farming as a 
profession is just a distant memory. 

Lin is one of those who benefitted from 
the development boom. As owner of ex- 
tensive family land holdings and as a vil- 
lage chief aligned with the ruling 
Kuomintang (KMT), he has parlayed his 
1.35 hectare farm into a property empire. 
Three generations of Lin's relatives now 
occupy his newly built townhouse which 
— together with two other apartment 
buildings that he rents — are located only 
half a block from the town square. With 
friends, the new landlord has also founded 
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a construction company to cash in on the 
building frenzy for luxury apartment 
houses. The group's headquarters occupy 
the ground on which Lin once helped his 
father plant rice. 

Although hardly typical, Lin exempli- 
fies the government's vision about what 
should become of rural life. Premier Hau 
Pei-tsun told a farmers' association last 
month that when Taiwan's six-year na- 
tional development plan is complete, 
"every farmer can live in a villa in the city 
and enjoy both the pleasures of a pastoral 
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life and the prosperity of the metropolis." 
Farmers, he continued, would be the big- 
gest beneficiaries of the national develop- 
ment programme. 

But if Luchou is the best case scenario 
of how the fantasy works, the reality for 
others is more sobering. While some farm- 
ers like Lin have converted once worthless 
property holdings into a rich legacy for 
their families, more often, the windfall 
profits from development go to local poli- 
ticians and property tycoons. Unable to af- 
ford housing in expensive high rise devel- 
opments, original landlords frequently find 
themselves forced to settle into houses on 
the back streets of big developments. 

Hsia Chu-joe at National Taiwan Uni- 
versity's planning institute describes the 
scams that go on between property de- 
velopers and local politicians as the 
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"planning game." 

"Speculators buy land from the farm- 
ers, and — through connections with city 
planning agencies and local politicians — 
control the planning process for huge prof- 
its," he says. "This has brought stability for 
the кмт, but it means that local govern- 
ments are virtually controlled by landlords 
who are the local elite.” 

“It’s not fair that most of those who 
have made money in Luchou are the prop- 
erty developers from outside," agrees Lin 
Chiu-fen, a small landowner who retired 
after building a house with a separate floor 
for each of his five sons. Even worse, says 
the elder Lin, many of the locals who 
earned cash from land deals squandered it 
on gambling or the stockmarket. "There are 
still some very poor people here," he says. 

Others have lost opportunities as well. 
Undeveloped property in Luchou — when 
it can be found — is now worth at least 
NT$300,000 per ping (05%11,535 per 37 
square feet). That is 50-100 times its value a 
decade ago. With such swollen land val- 
ues, the smell of money has been over- 
powering. One casualty has been the road 
system. City planners and developers 
yielded to temptation and failed to imple- 
ment original plans when they sold off 
public rights-of-way, leaving behind new 
streets too narrow for public transportation. 

No one has been held responsible for 
the oversight, though everyone is paying 
the price for the planning failures. Multi- 
storey apartment complexes are stacked 
beside roads that are often no more than 
six metres wide. Decent parking, pave- 
ments and green parks are concepts that 
exist only in the imagination. Similarly, 
there are few trees; those that can be found 
exist only because they have grown 
through cracks in the concrete. 

“We were wrong to put up too many 
buildings and make the roads so narrow,” 
concedes one town official. "We've learned 
a lesson, but it's too late to do it over." 

Perhaps in an effort to make amends, 
residents are now negotiating with Taipei's 
rapid transit authority to extend the mass 
transit system currently under construc- 
tion. The transit authority says it has no 
budget to build a line to Luchou, but local 
residents say they will pay for it them- 
selves provided they can collect the fees 
for the next 20 years. 

^We can easily raise NT$2 billion 
needed for a subway stop," says the town 
official. "Even if ticket revenues won't 
cover the costs, we don't care. Money is no 
problem." 

Luchou may yet solve its difficulties. But 
other communities face similar pressures 
to develop rapidly. The central government 
wants to convert 18% of Taiwan's arable 
land into industrial and suburban use dur- 
ing the next five years. Local officials hope 
they will have the muscle — and discipline 
— to carry out better planning. н 
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Farming for brides 


South Korean villagers struggle to find wives 


By Shim Jae Hoon in Seoul 

When Kim Kil Tae is not 
working on his family 
farm in Naju, he travels 
400 kilometres to Seoul 
and waits for the phone 
to ring. The phone be- 
longs to the Committee 
to Help Find Brides for Farm Bachelors, a 
nationwide organisation of which he is 
chairman. Founded in June 1990, the 400 
member-strong group has one purpose — 
to find women who will marry a farmer 
and settle on the farm. 

It is a task that Kim, 32 and a bachelor 
himself, finds increasingly difficult — more 
and more women of nubile age are refus- 
ing to return to the homestead to live “һар- 
pily ever after." Part of the reason is South 
Korea's move towards industrialisation 
and urbanisation. As economic develop- 
ment takes hold, rural women are discov- 
ering that the city offers a wider array of 
job opportunities. Economic development 
has further enabled daughters from farm- 
ing families to acquire higher education 
thus delaying their nuptial age, and allow- 
ing them to escape the fate of their moth- 
ers for whom early marriage was a condi- 
tion of life. 

It is no surprise then that Kim's com- 
mittee and its promoters (including the 
Roman Catholic church) are having a 
tough time. In the two and a half years 
since the programme was launched, they 
have matched just 44 couples. Of those, 31 
were married in 1992 alone thanks in large 
part to free publicity from the media and a 
feverish campaign in Seoul that involved 
placing stickers on the walls of subway sta- 
tions and parked cars. But with city offi- 
cials now frowning on such promotion 
methods, unpaid television time — un- 
likely to be forthcoming — is the only pos- 
sible option. 

Of the successful cases the committee 
has matched to date, most brides have ac- 
tually been former farm hands. Daughters 
of farmers who moved to the city to work 
in factories or service sector jobs, they have 
found themselves approaching 30 years of 
age and worrying about settling down be- 
fore, as one puts it, "it gets too late." 

But the prospect of future matches looks 
bleak. A study by the Rural Economics In- 
stitute shows there are as many as 73,000 
bachelors between 30 and 35 years of age 
looking for spouses to settle on the farm. 
Matched against the 15,000 marriageable 
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women in the same age group who live in 
the countryside that produces a lopsided 
ratio of nearly five to one. The 25 to 29 age 
bracket is only slightly more encouraging. 
But even there, the ratio of 257,000 men to 
75,000 women is still 3.4 to one. 

Farm boys lucky enough to find a wife, 
however, have usually done so by first 
moving to the city themselves for a few 
years. Since jobs are abundant in Seoul, 
they leave their farm duties to their par- 
ents while they work and look for brides. 
Only when the wife delivers her first baby, 
does the husband suggest "going home." 
"Sometimes I use this trick [of finding tem- 
porary city jobs for rural men] to arrange a 
marriage," says Noh Sung ОК, a social 
worker in Seoul famous for matching hun- 
dreds of rural bachelors with city women. 

But even that "trick" does not always 
work as some wives risk divorce rather 





Marriage prospects are bleak for less lucky farmers. 


than return to the farm. Long used to the 
urban lifestyle of collective workplaces and 
high consumption, they find it impossible 
to accept the monotony of rural life com- 
plete with physical labour and sharing a 
home with aged or ageing inlaws. Some 
women who do agree to return to the farm 
do so only on the condition that the couple 
maintains the concept of a "nuclear fam- 
ily,” meaning a life away from the hus- 
band's parents. 

Faced with growing difficulty in both 
finding a partner and keeping her inter- 
ested in farming life, an increasing number 
of Korean bachelors are turning their eyes 
(and hearts) to large ethnic Korean com- 
munities — in China. Here, too, Noh, the 
social worker, has been successful. 

After years of establishing contacts with 
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Korean minority communities in northeast 
ern China, she brought her first batch of 4 
brides to South Korea in February last yea 
for a mass wedding in Seoul officiated by 
former prime minister Kang Young Hoon 
Besides giving hope to many farm bach 
elors, the event drew publicity all over the 
country, further underscoring the plight o 
South Korean farmers. For the Chinese 
Korean brides, the opportunity to marry : 
Korean husband means a chance both t 
return home and to escape poverty. 

Factors like those helped persuade Kin 
Il Chong to take the plunge. The daughte 
of a city couple who had spent all her lif 
in Shenyang (China's fourth largest city) 
she now lives on a dairy farm not far fron 
Suwon, south of Seoul. Kim and her hus 
band met in Shenyang in early 199; 
through Noh's introduction. Although shi 
had never been on a farm before, togethe 
with her farmer husband she now look 
after 9,900 square metres of rice paddies 
six cows and 10 calves. 

“At first I was terribly embarrassed,’ 
she concedes. “I knew nothing about farm 
ing, and I had to help my husband.” On 
year into their marriage, the couple has al 
ready made one trip back to China. Kin 
may not be travelling again soon, howeve 
— she is currently eigh 
months pregnant. 

But like many othe 
^China brides" as they ar 
called in Korea, Kim i: 
shocked by high degree o 
consumerism and capitalis 
individualism in South Ko 
rea. "Young people are s 
unrealistically luxurious ir 
their lifestyle," she says, com 
menting on the dearth o 
farm workers and higl 
spending contradictory life 
style she sees on television 
"They behave like they ar 
floating in the air." 

Some of her fellow bride: 
from China have also beer 
surprised by the tradition o 
male supremacy that is still prevalent її 
many Korean homes. Unlike China where 
the husband shares the work, many mak 
spouses in South Korea are reluctant tc 
help wives do home chores such as cook 
ing and babysitting. "There's the problem 
of adjustment to different ways of think 
ing," says Kim, citing the story of one bride 
who threatened to return home unless he: 
husband changed his ways. 

With support from various governmen 
departments, next month Noh will returr 
to China to search for more brides. But, a: 
always, there are two sides to every situa 
tion. The impact that the loss of eligibk 
brides will have on ethnic Korean bach 
elors left in China is one subject abou 
which the usually loquacious Noh refuse: 
to comment. L| 
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The PLA and China's future 


hina's ongoing attempt to enhance 

its power-projection capabilities 

through the acquisition of Rus- 

sian long-range transport and ad- 
vanced fighter aircraft, aerial refuelling 
technology and more advanced, blue-wa- 
ter warships — combined with indications 
of a more assertive political and diplomatic 
posture towards Asia — is producing 
growing concerns over the emergence of a 
Chinese "threat" to the region. 

Although pundits often refer to unre- 
solved territorial claims, emerging power 
vacuums and China's growing economic 
clout to explain such behaviour, these fac- 
tors divert attention from the deeper — 
and more complex — internal political dy- 
namic influencing Chinese perceptions. At 
the heart of this dynamic is the evolving 
relationship between the Communist Party 
and the People's Liberation Army (PLA). 

Recent leadership shifts have unmis- 
takeably reaffirmed the pivotal importance 
of the PLA to China's overall political evo- 
lution, and hence to the development of 
Peking's external and internal policies. 
Deng Xiaoping's sudden and unexpected 
demotion of Yang Baibing, the powerful 
former chief political commissar of the PLA, 
at the 14th Party Congress in October 1992 
— along with the subsequent removal of 
many Yang supporters from top PLA posts 
— has helped consolidate a powerful alli- 
ance of pro-reform factions. The core of this 
alliance is made up of very senior PLA lead- 
ers, many now formally retired but still 
highly influential, associated with the 
former Second and Third Field Army sys- 
tems of the civil war period of 1947-50. 
Supporting it is an array of relatively pro- 
fessional regional military figures. 

The cement holding this military con- 
figuration together consists of two widely 
respected and well-connected senior gen- 
erals, both on the verge of retirement: Liu 
Huaging and Zhang Zhen. Each is associ- 
ated with one of the aforementioned PLA 
field army systems, and both enjoy close 
ties to Deng and his reformist policies. 
They were placed in high party and mili- 
tary posts in the aftermath of the Yang 
purge for several reasons: to reassure “те- 
tired" gerontocrats and serving military 
leaders that competent, cautious and trust- 
worthy officers are now in charge of rela- 
tions with the party and to demonstrate 
clear PLA support for the newly reshaped, 
more reformist, civilian leadership. 

The emergence of a balanced, pro-re- 
form, military-centred leadership coalition 
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strongly suggests that China's existing one- 
party system will not collapse soon after 
the passing of the aged patriarchs under 
the onslaught of pent-up democratic forces 
unleashed by a paralysing succession 
struggle — a favourite scenario of many 
Western observers. Instead, a relatively sta- 
ble regime led by tough-minded, no-non- 
sense pragmatists will probably inherit 
power from Deng and provide the basis 
for a relatively smooth transition. 

By reaffirming the central importance 
of the PLA to factional struggle in China, 
however, these recent shifts also signify at 
least a partial return to "the old ways" of 
Chinese politics. After all, the desire to iso- 
late the army from such intrigue was one 
of Deng's major goals in 
the area of military re- 
form. These shifts further 
confirm Deng's failure to 
consolidate an authorita- 
tive and viable successor 
leadership of younger, 
independent civilian fig- 
ures. On the contrary, 
putative successors such 
as Party General-Secre- 
tary Jiang Zemin enjoy 
few strong links to the 
PLA, and will probably 
become increasingly de- 
pendent on the military's 
support and thus feel 
pressured to promote 
policies to keep their uni- 
formed backers happy. 

Today all China's 
leaders recognise the im- 
portance of economic 
growth and individual 
prosperity to the nation's 
future stability. While 
doubtless maintaining a 
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not inevitably ^ 


Western 


recognise that a more avowedly nationalis- 
tic China need not inevitably clash with 
Western interests in Asia. The above-de- 
fined internal features of such a regime 
could provide a basis for China's peaceful 
transition to a noncommunist future, 
spurred on by the growing importance to 
China of its economic links to the West. 
Such a system might eventually evolve into 
a less repressive yet still authoritarian re- 
gime, resembling in its internal power 
structure nations such as South Korea or 


Taiwan during the 1950s and 1960s, but | 
with vastly greater economic and military | 


strength. 
The US could play a decisive role in 
shaping such an evolution by pursuing а 
more sophisticated policy 


emerging Chinese leader- 
ship designed to increase 
areas of mutual interest, 
reduce Peking's growing 
suspicion of American in- 
tentions and encourage a 
recognition by the PLA in 
particular of the need to 
promote meaningful po- 
litical reform as a basis 
for continued economic 
growth and stability. 
While relatively cohesive, 
China's existing leader- 
ship structure clearly re- 
mains susceptible to se- 


continued reliance on the 
latest in a long line of 
shifting factional coali- 
tions, the growing influ- 


need .— 


with 


tic regional forces and the 
fact that the divisive im- 
pact of Tiananmen con- 


commitment to market- ) m tinues to be felt within 
led growth, however, interests ut, the leadership and socie- 
such a government will A ча ty. The Clinton adminis- 


probably remain ada- 

mantly opposed to sig- 

nificant political liberali- 

sation, at least over the short-to-medium 
term. It will also almost certainly continue 
to increase Peking's political and military 
influence along its borders. 

Current trends towards the acquisition 
of a significant power-projection capability 
can thus be at least partly understood as 
an expression of these emergent forces. 
Before declaring the appearance of a new 
threat to the region, however, we should 
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tration has nothing to 
gain, and a lot to lose, by 
encouraging this instabi- 
lity with a hardline China policy keyed to 
human rights. ш 


Michael D. Swaine is a specialist on Asian | 


politics for the RAND Corp. He is author of a 
recently published monograph on civil-military 


relations in China entitled The Military and | 
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Institutions, and Beliefs (RAND, December 
1992). 
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Traveller s Tales 


Perth, AUSTRALIA 
ne of the undesirable by-products 
of having been educated in an ex- 
British colony such as Malaysia is 
that, without knowing it, one 

tends to imbibe British prejudices about 
other English-speaking countries. To put it 
politely, this Traveller has always had a 
mental image of Australians as second-rate 
British who lived in a country that looked 
like a second-rate American suburb. 

It was a pleasant surprise, therefore, to 
find on a first visit to Australia recently 
that, far from being second to anybody, the 
Australians seem to have a vibrant and 
unique culture of their own combining in 
some ways the better qualities of both the 
British and the Americans. 

Australians seem to have the free and 
easy way with each other and strangers 
that the Americans have, but without the 
anarchic tendencies that have led to such 
high crime rates and, for example, decay- 
ing city centres across the US. 

Thus, despite an unemployment rate 
that is the highest in the developed world 
and being a melting pot of many immi- 
grants, Australia's violent crime rate re- 
mains low, perhaps because the country 
still abides by the strict gun control laws 
bequeathed by Britain. 

Perth, in Western Australia, has an in- 
frastructure that puts many a British or 
American city to shame. Situated along the 
Swan River with its pristine waters, this 
city of just 1.2 million has three universi- 
ties, with a quality high enough to attract 
students from Asian countries with much 
larger populations. 

Perth's beauty rivals that of San Fran- 
cisco. Moreover, its city centre is safer and 
its seafood is cheaper. And yet, because of 
its isolation, there are no popular songs 
about Perth nor has Hollywood made any 
movies here. 

Its citizens like to call it the ^most iso- 
lated city in the world." Its isolation was 
highlighted one day when the weather 
suddenly turned chilly, though it was sum- 
mer. The weatherman said that it was due 
to winds from Antarctica. On the west 
there is almost nothing but water between 
Perth and Africa. 

Such is the egalitarianism that prevails 
in Australia and such is the level of general 
safety that passengers routinely sit next to 
the cab driver, rather than behind him. One 
cannot help thinking about cabs in other 
parts of the world where glass doors, some 
of the bullet-proof variety, separate passen- 
ger from driver. 


What is even more unusual is that the 
cabbies not only do not expect tips, they 
routinely round off the fare downwards in 
favour of the passenger. What is more, no 
one, waiters included, seem to expect tips, 
a phenomenon rare in the Anglo-Saxon 
world. 

Asian immigration is proceeding apace 
now. In 1991 more people arrived from 
Hongkong than from the UK but as re- 
cently as 1966 Australia was taking in only 
100 non-white immigrants a year. With 
about 6% of its population being of Asian 
origin Western Australia is already the 
state with the highest percentage of Asians 
in Australia. 

Given its position as the nearest land 
mass to Asia with a European culture, Aus- 





Perth puts many US cities to shame. 
tralia offers both the virtues and vices as- 
sociated by Asians with European or, more 
specifically, Anglo-Saxon, culture. 

On the positive side, Perth, for exam- 
ple, serves as an island of political freedom 
and expression for people from some parts 
of Asia, such as East Timor and Burma. 
Australia is also popular with Asians as an 
educational centre being both cheaper and 
nearer than either the UK or the US. Asians 
also tend to think of Australian medicine 
positively and many come here for physi- 
cal check-ups, taking advantage of the rela- 
tively low medical costs. 

But Perth also has a casino, the massive 
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Burswood, which is majority-owned Бу: 
Japanese company. The casino, constructec 
on a former garbage dump, attracts i 
number of Malaysian, Singaporean anc 
other high rollers from East Asia. Som 
Malaysians who are Muslims are not al 
lowed to gamble in their own casino it 
Genting and so come over to Perth. 

Thus Perth, to many Southeast Asians 
represents “a little bit of the West in thi 
East,” with its personal freedoms and it 
vices. Perth is also full of immigrants whi 
are the flotsam of the British empire. A sub 
stantial part of the Eurasian community ii 
Singapore migrated to Perth when the Peo 
ple’s Action Party took over in 1959 con 
vinced that some of its leaders were com 
munists who would drive Singapore’s ail 
ing economy into even more desperat 
straits. Now, some of these immigrants 
who came with the idea that Anglo-Saxo1 
countries would always be rich, regret hav 
ing come to Australia from lands that ar 
now booming. 

How history has changed. Australi: 
now exports mostly raw materials such a: 
wool and iron ore to China and import 
manufactured goods from China, much a: 
it once did it with its motherland, Britain. 

When some social workers іп Singapori 
said recently that Singapore is becoming 
too competitive and that this has led to toc 
much stress, the press secretary of Senio; 
Minister Lee Kuan Yew wrote back to say 
that if the Singaporeans did not continue 
to strive they will end up being “like Aus 
tralians,” the ultimate economic pejorative 
in East Asia now. It is a sad reflection on г 
country that at one time had one of the 
highest living standards in the world. 

But wage levels in Australia are now sc 
low compared with those prevailing ir 
East Asia and its infrastructure and educa: 
tional levels are so good — until recently 
university education was completely free 
for all Australian citizens — that there may 
well come a time when Australia will be. 
come competitive in some industries. 

When told that the Filipina amahs ir 
Hongkong earn about US$400 a montt 
with room and board provided, the people 
of Perth were incredulous, saying that thai 
was almost a middle-class wage in Perth 
With such competitive wages, high educa 
tional levels and pleasant cities, the invest. 
ment and economic cycles are bound tc 
once again favour Australia in the not toc 
distant future. в 


М. Balakrishnan is a REVIEW correspondeni 
based in Hongkong. 
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Returnees, like this hair salon operator in Hon Gai, have been able to start all over again thanks to foreign credit schemes. 
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Home again 


Repatriation money turns returnees into nouveau riche 


By Frederik Balfour in Do Son District, 
Vietnam 


ighteen months ago, Hoang Gia 
Thuc bundled his wife and two 
children into а small fishing boat 
in search of a better life. Three 
months later the Thucs found it in an un- 
expected place — back home in Vietnam. 
The combination of Vietnam's poor 
economy and rumours of job prospects re- 
building Kuwait after the Gulf War was 
enough to prompt the family to quit their 
tiny fishing village on the northeast coast 
of Vietnam. But their 13-day journey and 
three-month wait in a Hongkong camp for 
asylum seekers was in vain. They were 
"screened out" by the colony's immigra- 
tion authorities as economic migrants 
rather than the political refugees they 
claimed to be. Denied the chance to obtain 
permanent asylum in a Western country, 
Thuc decided to return to Vietnam. 
But the family didn't go home empty 
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handed. Thanks to the voluntary repatria- 
tion programme of the UN High Commis- 
sion for Refugees (UNHCR), the Thucs got 
(5550 each for boarding the free flight 
home (their two children got US$25 apiece) 
and a further US$360 in repatriation assist- 
ance per person for their first year back. In 
total, the family received US$1,710 — а 
small fortune by Vietnamese standards. 
And that's not all. Thuc's wife, Do Thi 
Ha, obtained а US$200 credit from the Eu- 
ropean Community-International Pro- 
gramme (EC-IP) to aid returnees, which 
she has used to start a fish-sauce business. 
Thuc recently finished building a two-sto- 
rey house, replete with porcelain tile trim 
and a fancy balustrade leading to a bal- 
cony overlooking the sea. His wife is shy 
but proud to show off their new property. 
"We feel so much luckier than the people 
who never left,” Ha says, as she pours tea. 
"I'm so glad we decided to come home.” 
Since Hanoi agreed to voluntary repa- 
triation in 1989, more than 32,000 boat peo- 
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ple throughout the region have decided to 
return to Vietnam, with the vast majority 
— 26,000 — from Hongkong. Like the 
Thucs, most left in search of greener pas- 
tures but ended up in internment camps in 
countries of first asylum. They were de- 
nied the chance of permanent resettlement, 
and were left with two choices: languish in 
the squalid camps or go home. 

But thanks to international efforts to aid 
reintegration of returnees, and Vietnam's 
improving economic climate, life back 
home doesn't look as bad as it once did. 
Indeed, the money the returnees get from 
the UNHCR for agreeing to go home is 
enough to make them relatively affluent in 
a country where the average income is 
US$200 a year. Add to that the host of eco- 
nomic opportunities designed by the ЕС-ІР 
to help them get back on their feet and the 
result is the emergence of a new class — 
nouveau riche returnees. 4 

Success stories like the Thucs' owe as 
much to Vietnam's recent reforms as to the 


4 MARCH 1993 


p—————————————M——————Á Ped 


efforts of international aid donors. Indeed, 
the freewheeling south has produced more 
than its fair share of wealthy entrepreneurs 
since Hanoi introduced doi moi (liberalising 
economic reforms) six years ago. But in the 
north, the home of nearly two thirds of all 
boat people, the combination of UNHCR lar- 
gesse and EC-IP aid is providing a much- 
needed boost to a region crippled by war 
and years of failed economic policies. 

Hanoi hopes the programme will pave 
the way for further economic aid. Donors 
also see it as a way to fund a cash-strapped 
country without breaking the US embargo 
on trade with Vietnam. By designing a 
scheme that benefits local communities as 
well as returning boat people — the only 
condition is that 50% of jobs generated 
must go to returnees — EC-IP architects 
have been able to mitigate resentment to- 
wards returnees and channel direct aid to 
Vietnam at the same time. "You have to 
provide money to the community in order 
to sell this kind of programme," says Jon 
Liden, information officer for Nordic As- 
sistance to Repatriated Vietnamese (Narv), 
which aids returning unaccom- 
panied minors. 

Now that help has arrived, 
backwaters like Thuc's village 
are starting to look like 
boomtowns. А few years ago, 
nearly half the villagers fled to 
escape poverty. Today most of 
them are back, and the main 
(and only) street is abuzz with 
the sounds of prosperity: the 
rasping of saws, the staccato 
pounding of hammers, the 
creaking of wheelbarrows — 
punctuated by the slap of a 
trowel on fresh mortar. 

Sitting atop a half-built 
wall, Dinh Thi Tuyet surveys 
the activity. He wears a green 
wool fisherman's cap pulled 
down low over his eyes, the 
white bristles on his chin 
standing out like toothpicks 
against his weathered skin. Tuyet never 
left Do Son, and doesn't begrudge those 
who did. "They left, and they returned," 
he says matter of factly. "They come from 
Hongkong and build new houses that 
add beauty to the village. I’m happy for 
them." 

It appears that the flow of Vietnamese 
boat people has finally been reversed, but 
it has been a long time in coming. The first 
wave of boat people were southerners who 
fled political persecution following the fall 
of Saigon in 1975. This outflow reached a 
peak in late 1978 before tapering off. But a 
second exodus began in the late 1980s, 
comprised mainly of northerners fleeing 
economic hardship. Because Western coun- 
{ез were dragging their feet about accept- 
jing the boat people piling up in Hongkong, 
ithe UNHCR and Hongkong immigration au- 
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thorities took action to staunch the flow. 
Beginning in June 1988, arrivals were 
screened to distinguish economic migrants 
from political refugees. Previously, all asy- 
lum seekers were deemed political refu- 
gees and thus qualified for resettlement in 
a third country. 

A year later other countries of first asy- 
lum, including Indonesia, Malaysia, the 
Philippines, Singapore, South Korea and 
Thailand, began screening as part of the 
Comprehensive Plan of Action on Viet- 
namese asylum seekers. Hanoi promised 
that it would not prosecute voluntary 
returnees, while the UNHCR agreed to foot 
the bill. Under this agreement, the first of 
its kind, UNHCR provides returnees a free 
flight home and US$410 in cash assistance. 

But the plan backfired. While it lured 
some back to Vietnam, it unleashed a fresh 
wave of boat people drawn by the resettle- 
ment bonus, including a number of "dou- 
ble backers" who left Vietnam a second 
time in order to collect the assistance twice. 
(They never received second payment.) 

Finally, the UNHCR set the cut-off date 





Hoang Gia Thuc and his family in their new home. 


of 27 September 1991 for assistance to asy- 
lum seekers. The decision had a dramatic 
impact. Whereas 20,145 boat people ar- 
rived in Hongkong in 1991, the number 
dwindled to 12 in 1992. Fewer than 50 boat 
people were picked up in other countries. 

There are still more than 83,000 people 
living in camps throughout the region and 
the UNHCR says it hopes to complete 
screening by the end of 1993. However, 
nearly two thirds of returnees left for Viet- 
nam before screening was completed. "It's 
finally dawning on camp dwellers that 
there is no hope of getting resettled else- 
where if they have been screened out, and 
that sooner or later they will have to go 
home," says Lorna Workman, EC-IP Exter- 
nal Information Coordinator. Workman 
spends much of her time explaining to 
camp residents how the EC-IP works. The 


FAR EASTERN ECONOMIC REVIEW 


three-year programme, which was 
launched in October 1991, operates in 18 
provinces. So far more than US$21 million 
of the estimated US$127.5 million budget 
has been spent, generating about 11,000 
jobs, of which 48% have gone to returnees. 
It funds infrastructural projects, vocational 
training programmes, health services and 
an individual credit scheme — a major in- 
novation in a country where banks have 
existed solely to prop up ailing state enter- 
prises. Returnees may borrow up to 
US$300 collateral free, and they are enti- 
Неа to up to US$20,000 if they can secure 
the loan. 

The plan has spawned hundreds of 
small entrepreneurs, from hairdressers in 
Hon Gai to motorcycle mechanics in the 
Mekong delta. Hoang Dhi Huong typifies 
this new breed. After spending three years 
in a Hongkong camp, the 37-year-old was 
screened out and returned home. With a 
US$2,000 EC-IP loan he now operates a 
profitable net-making and boat-building 
business that employs five other returnees. 
After subtracting loan repayments, Huong 
makes about Dong 6 million a 
month. 

Huong's philosophy owes 
more to Adam Smith than to 
Ho Chi Minh. "I am a business- 
man, so I take risks," he says. 
"Leaving Vietnam was risky. 
So was coming back. I create 
jobs and stabilise lives. Chances 
are, I will prosper. I want very 
much to be rich." 

There is a danger, however, 
that the relative wealth of the 
returnees may make them easy 
targets for corrupt officials. One 
man, a member of the Nung 
minority who was forcibly re- 
turned from Hongkong in Au- 
gust 1992, wrote to an inmate 
in Tai A Chau detention centre 
of his treatment in Vietnam. 
Authorities grilled him about 
camp residents, he said, and 
then insisted he pay a Dong 120,000 
(US$11.50) fine to "compensate" Vietnam 
for the time he had spent out of the coun- 


try. 

A iur Riza, head of the UNHCR office in 
Ho Chi Minh City, says the returnee's 
claims that security police had detained 
him were untrue, but he did not know if 
the “fine” had been paid, adding that his 
office occasionally receives complaints, 
which are followed up with local officials. 
In one case, his office learned that local of- 
ficials were skimming Dong 20,000 from 
each returnee's resettlement money and 
put a stop to the practice. 

Such incidents may be inevitable, given 
that the UNHCR employs only six non-Viet- 
namese who work full time monitoring 
returnees in the entire country. Riza said 
many rumours of persecution originate in 
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the Hongkong camps, and eventually 
word gets back to Vietnam. However, he 
said, Hanoi has stuck by the agreement it 
struck with the UNHCR in a 1989 memoran- 
dum of understanding, and “UNHCR has 
not come across anything that resembles 
persecution.” 

Those who work with boat people also 
point out that too much monitoring can 
interfere with a returnee’s reintegration. 
Whenever international observers arrive at 
a school or worksite, they first ask the boat 
people to identify themselves. “If your aim 
is to integrate, then singling returnees out 
is a conceptual problem,” says Andy 
Batkin, director of the EC-IP North Region. 
“But to some extent we're under pressure 
to give them special treatment, and para- 
doxically, this could worsen the 
situation." 

Hanoi has good reason to 
ensure that the repatriation 
process goes smoothly. Viet- 
namese officials know how 
closely potential donor countries 
are monitoring the programme 
and hope that it is but the thin 
end of the development aid 
wedge. According to Batkin, the 
EC-IP programme is "thinly dis- 
guised development aid that 
works because it's easier to raise 
money under the flag of a refu- 
gee programme to get around 
the US embargo problem." 

The strategy seems to be 
working. In October the US De- 
partment of State quietly ear- 
marked US$2 million for returnees, 
through a US-based non-governmental 
agency, World Vision. It has also set aside 
a further US$800,000 to aid roughly 2,600 
unaccompanied minors. In November, Ja- 
pan followed suit, announcing its own 
credit package worth US$370 million. 

But despite the initial success of the re- 
patriation programme, officials caution that 
reintegration may pose greater problems 
later on. “It will become more difficult with 
time passing,” says Jacques Mouchet, who 
until December 1992 was the chief of the 
UNHCR mission in Hanoi. 

One reason is that, so far, the vast ma- 
jority of voluntary returnees have been 
from rural areas in the northern coastal 
provinces. For them, reintegration means 
going back to their fields or fishing nets. 
To their peers, these people are returning 
adventurers. More than two thirds of the 
returnees volunteered before their status 
had been determined. That they took the 
initiative to return suggests a determina- 
tion to decide their own fate. 

But reintegrating those still living in the 
camps poses greater challenges. For long 
stayers — those who have been in the 
camps three years or more — the trip home 
may be more traumatic. Many have grown 
passive and dependent, and when they are 
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finally screened out, they often lack the 
ability to take control of their own lives. 

The situation is exacerbated by the tre- 
mendous backlog in the screening process. 
Hongkong is now processing 1989 arrivals: 
about 15,000 are awaiting a final decision 
on their status. “These people have been 
living in prison-like conditions for too 
long,” says Workman of the EC-IP. “Even 
when some of them go home they expect 
to be fed and clothed and housed like they 
were in the camps.” 

Worse still is the impact of camp life on 
children. “Camp population is a brew that 
is simmering,” says Jon Liden of Narv. He 
predicts serious difficulties for returnees. 
“Kids are sniffing glue, the camps are run 
by the mafia, and kids are under tremen- 





Returnee Nguyen Van Bac says it’s good to be home. 


dous pressure to join. We are in for a really 
tough time.” 

Liden anticipates greater problems of 
reintegration in the free-wheeling south. 
“Ho Chi Minh City is becoming a replay 
of the sixties,” he says. “There is a huge 
disparity in incomes, rampant prostitu- 
tion, appalling poverty, and little social 
cohesion.” Most camps only offer primary 
education to asylum seekers. When 
school-aged children return home, they 
find their erstwhile peers years ahead and 
are often too frustrated or discouraged to 
re-enrol. 

Meanwhile, efforts in countries of first 
asylum to encourage boat people to go 
home range from the subtle to the extreme. 
In Indonesia inmates can no longer culti- 
vate land in the camps, while Malaysian 
authorities are cutting back on all profit- 
making activities open to internees. 

At the moment, only Hongkong carries 
out forced repatriation. Once they have 
been screened out, camp dwellers are con- 
sidered illegal immigrants and can be de- 
ported. So far, 211 boat people have been 
forcibly repatriated, which earned Britain 
widespread condemnation by the interna- 
tional community and human rights 
groups. According to a UNHCR official in 
Bangkok, no other countries of first asy- 
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lum intend to deport screened-out asyh 
seekers. 

The UNHCR owes more than US$: 
million to the Hongkong Government, a 
is looking for ways to cut costs. In Octol 
1992 UNHCR discontinued the policy 
paying US$50 to forced returnees on ‹ 
parture, although they are still entitled 
the US$360 repatriation allowance in Vi 
nam. It may also stop employing asylt 
seekers in the camps. ^We are consideri 
the factors which discourage them fr 
going home," says UNHCR deputy direc 
in Hongkong, Kaiser Zaman. 

For those still in the camps, the chan 
of getting resettled elsewhere are ble 
"The UNHCR thinks it's safe for everybo 
to go home now, and naturally this affe 
the way they screen peopl 
says Heather Stroud of аа" 
cacy group Refugee Conce 
Meanwhile, international c 
cern is directed at refugees 
Somalia and Yugoslavia. S 
one UNHCR official in Hor 
kong: "Boat people are yest 
day's story. When they dis: 
pear from the headlines t 
money goes too. My attitude 
that relief and humanitarian ‹ 
has come to an end and dev 
opment assistance is for Vi 
nam. If boat people want part 
that pie, they have to go hom 

One problem is that рео] 
in the camps distrust what o 
cials tell them about life be 
home. Rumours about har 
treatment of returnees are common, a 
only now that news from friends and re 
tives in Vietnam is reaching Hongkong : 
people willing to return voluntarily. Ta 
the case of Nguyen Van Bac, whose fam 
agreed that he should leave Vietnam 
1989 in order to serve as an anchor for o! 
ers once he got resettled. He lived in 
Hongkong camp for nearly three years, t 
at his parents’ urging returned home 1 
fore he was screened. 

“I got this tattoo done in the camps,” 
explains, rolling up his sleeve to expos 
bird of paradise, with the words, Ve D 
(“ро where?") inked beneath it. "I ke 
wondering where I would be resettled. 
nally, after getting enough information 
realised life wasn't so bad at home. The 
was no future in the camps, so I car 
back." 

Within two weeks he found a job сак 
ing shrimp near a dyke built with EC- 
money in Quang Ninh province, and ear 
roughly Dong 500,000 a month. "It is go 
to be home, and I will keep working, sa 
the 22-year-old. "Some day I want to ; 
married. For that, l'm going to need a 
of money to throw a party." 
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Frederik Balfour contributes to the REVI 
from Hongkong. 
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1 ШТ). sheeting is used for the flooring, 
the inner panels of the engine compartment, the center pillar and the majority of other inner panels. 
e7inc-iron alloy, double-layer galvannealed, anti-corrosion steel sheeting is used for major outer 
body panels including the engine hood, doors, pillars, trunk lid, fenders and both rocker and quarter 
panels. eWax and sealer are liberally applied as waterproofing along the hems of the engine 
hood, door panels and trunk lid. ©The bottom of the body is coated with PVC to a thickness of 
0.5 millimeter over the entire surface and 1.0 millimeter at panel joints to increase rust resistance. 





RUST RESISTANCE OF ROCKER PAN 
Top coat paint layer 
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some, the wisdom of building a car whose most impressive components may never see the light of day might seem 
. curious. To us, it's just the right way to build a car. And the only way to make an automobile that can stand up to the 
nishment of many years of whatever nature throws at it. Where we start, then, is with materials. Generous helpings 
ealvannealed steel and zinc-iron alloys, rust sealers and liberal coatings of PVC all serve to make our cars as 
permeable as possible to moisture, oxidation and corrosion. Of course, when you see a Toyota sitting in the showroom, 
your driveway, you're looking at its captivating lines, its deep, lustrous overcoat of color, its finely appointed interior. 
id it’s a good thing you're impressed. Because it's going to be around a long, long time. 





chip-resistant coating is applied to the rocker panels and front and rear 
есі wells to protect against flying stones or other debris. € Rust resistance of 

zinc-iron alloy, double-layer steel sheet rocker panels is further enhanced COROLLA 
ough a four-coat process using ED paint, a chip-resistant coat, primer surfacer 
4 top-coat paint. eThe front and rear bumpers are made of polypropylene, 
1st proof and flexible material which protects the саг body from damage. 
featured model is the new Corolla 


ct features and specifications may vary depending on country of purchase 
se check with your nearest TOYOTA dealer for details 
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VIETNAM’S 


Camp fear 


BOAT 


PEOPLE 


Inmates prefer grim life in Hongkong to going home 


ife in Hongkong’s High Island de- 
І. tention centre is as grim as that in 

any prison. Le Thi Huyen (not her 
real name) and her four children live on a 
wooden platform lower bunk one metre 
wide with a ceiling 75 cm high. Recently 
she marked her third Lunar New Year in 
detention camps. Despite the extra rations 
of Chinese sausage and cold chicken, and 
a few mandarin trees placed around the 
concrete grounds encircled by five-metre- 
high barbed wire fences, she spent that day 
just like any other day, waiting and hoping 
for the impossible. 

Like most camp inmates, she is unwill- 
ing to give her real name out of fear of 
reprisals. She has no hope of getting reset- 
tled. In camp slang, she has "two chicken 
wings," meaning she has been denied refu- 
gee status and has failed in her appeal of 
the decision. Her “wings” are useless for 
flying to a third country; the only way out 
of the camps now is a homebound flight to 
Hanoi. Officials hope she will return vol- 
untarily, but Huyen has other plans. 

“When you've risked the lives of your 
children at sea, waiting here is no prob- 
lem," she says. "We may lack everything 
in substance and spirit, but we refuse to 
return." 

Huyen's attitude is not uncommon. 
Though they have been screened out, 
many Vietnamese living in detention 
camps are refusing to return home. They 
feel they have nothing to lose by staying in 
Hongkong and everything to fear if they 
return. Now that the flow of new arrivals 
from Vietnam has been stemmed (only 12 
boat people were picked up in Hongkong 
waters last year), UNHCR and Hongkong 
authorities face the task of convincing peo- 
ple to go back home. 

Though more than 26,000 people have 
returned to Vietnam from Hongkong un- 
der the UNHCR voluntary repatriation pro- 
gramme, over two thirds went home with- 
out undergoing the screening process. Fur- 
thermore, of the remaining third, the ma- 
jority were screened within 60 days of their 
arrival, whereas the inmates now being 
screened out may have been living in the 
camps for several years, and are reluctant 
to go home voluntarily. At present the to- 
tal camp population is about 42,000. 

There are many reasons why camp resi- 
dents resist repatriation — ignorance about 
the life that awaits them in Vietnam, a feel- 
ing of being betrayed by the international 
community, false hopes and plain stub- 
bornness. And now there is a growing dis- 
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trust of the UNHCR because it is actively 
counselling boat people to volunteer to re- 
turn. 

“Many south Vietnamese feel it is their 
birthright to be resettled, especially veter- 
ans who fought alongside US or French 
troops,” says a camp worker at Whitehead 
detention centre. “They think they should 
be rewarded for their loyalty or their suf- 
fering.” 

The problem, explains Robert van 
Leeuwen, UNHCR chief in Hongkong, is 
that screening is forward rather than back- 
ward-looking. “The attitude now is that in 
today’s Vietnam,” he says, “people don’t 
have a fear of persecution, so that it is safe 
for them to return.” 


One who was forced back to Hanoi. 


The UNHCR is reviewing service pro- 
grammes that might discourage people 
from going home. There is talk of shelving 
adult vocational classes and abolishing 
paying residents to work at camp jobs. 
About 12,000 are now employed as teach- 
ers, interpreters, cooks and food distribu- 
tors. 

However, more important than the 


FAR EASTERN ECONOMIC REVIEW 


o 
> 
2 

|? 
т 
o 
E 
m 
ts 
ч 
m 
2 





HK$150 (US$19) monthly salary is the ac- 
cess these jobs give to supplies that can be 
resold on the black market. Food distribu- 
tion is controlled by camp gangs, and most 
violence is related to job holders, says a 
Correctional Services Department officer at 
High Island detention centre. 

Cutting services denies inmates the 
chance to acquire skills that will help them 
when they return. "The question is, how 
can we best serve the people in detention," 
says van Leeuwen. "Allowing them to live 
on false hopes in the camps isn't the an- 
swer. We must not lend an air of perma- 
nence to life in the camps, but we will 
never use assistance programmes to coerce 
people into leaving." 

The solution adopted by Hongkong is 
more drastic, and in the eyes of the inter- 
national community, highly reprehensible. 
Already Hongkong has forcibly repatriated 
211 Vietnamese, and the threat of further 
deportations remains one of the most ef- 
fective ways of getting people to return 
voluntarily, since voluntary returnees get 
an additional US$50. 

But there is general agreement that 
camp inmates must have access to more 
reliable information about life inside Viet- 
nam. Many regard with suspicion tales of 
returnees who are prospering, and they 
derive little comfort from UNHCR assur- 
ances that they will not be persecuted 
when they return. 

One worker at Whitehead, Hongkong’s 
largest camp with 7,000 inmates, com- 
plained of poor coordination between aid 
organisations working with returnees in 
Vietnam and agencies in the camps. "Even 
we don't know what's going on inside the 
country," he said. "So how are the people 
in the camp supposed to feel?" 

People like Chin Hui, an ethnic Chinese 
from Ha Bac province who fled Vietnam 
three years ago, says that economic incen- 
tives offer little reassurance. “Тһе future is 
not a question of making money," says 
Chin, who claims he escaped from a con- 
centration area where ethnic Chinese were 
held. “ There are other freedoms that mat- 
ter." 

The argument that Vietnam's greater 
international economic integration will 
bring some protection against persecution 
also means little to an asylum seeker in Kai 
Tak detention centre whose father was in 
the French army. He says that even if the 
US embargo were lifted and foreigners 
streamed into the country, he would still 
be at risk. "Foreigners only see the sur- 
face," he said. "You have to be Vietnamese 
to see what it's really like inside." 

Another Kai Tak detention centre resi- 
dent from Ho Chi Minh City is also fearful 
of the future. “Тһе Vietnamese Govern- 
ment is just like the father in a family and 
the UN is a visitor,” he explains. “Тһе fa- 
ther won't punish his son until the visitor 
leaves." m Frederik Balfour 
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BOOKS 


Heel realities 


Show Business by Shashi Tharoor. Arcade 
Publishing, New York. US$19.95. 


The largest producer of movies in the 
world, India churns out some 750 of them 
every year, in 20 languages. Indian 
filmmaking may have achieved world re- 
nown thanks to the genius of the late 
Satyajit Rey, but the movies shown in In- 
dian theatres are the gaudy Hindi extrava- 
ganzas that spew forth from Bollywood, as 
the movie studios of Bombay are known. 

Even in its headiest days, Hollywood 
never made movies like these, described 
by one Western journalist as all-purpose 
dream engines “packed with romance, ac- 
tion, fantasy and music, each with a bewil- 
dering mixture of narrow escapes, mis- 
taken identities, dream se- 
quences, slapstick comedy, 
star-crossed lovers, violent 
brawling, sadistic villains, 
and elaborate song and 
dance numbers.” 

In Show Business, a novel 
about Bollywood, we learn 
that it is possible for a 
popular movie star to work 
in several films at once, not 
knowing the names of any 
of them, while heeding the 
dictates of directors who 
may have no script and 
simply follow the story line 
on ever-changing scraps of 
paper. шше 

Shashi Tharoor is an In- 
dian diplomat currently working at the UN 
in New York, and the author of The Great 
Indian Novel. Despite the incongruity of his 
profession and the subject matter of his 
new book, Tharoor obviously knows 
Bollywood and its zany habits well. Much 
of what he writes is funny, especially when 
he quotes the words, dripping in acid, of 
“Cheetah,” a fictional show-business news- 
paper columnist. (Cheetah is also given to 
bad puns: “Love means never having to 
sew your sari.”) 

But with all its comic aspects, Show Busi- 
ness is a serious book. Perhaps inspired by 
the fact that two large Indian states and 
one whole country have been led by movie 
stars, Tharoor writes of the ascendance of 
fantasy over political reality and the will- 
ingness of the public to believe that a man 
who is an upright, stalwart hero on the 
screen is the same sort of person off-screen 
as well. 

Tharoor tells his story via the life of 
movie star Ashok Banjara, who has made 
the leap from amateur theatricals to 
Bollywood on the strength of his father’s 
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position as Minister of State 
for Minor Textiles. After 
making several dozen 
films, Ashok realises that 
not only has he achieved 
megastardom in Bolly- 
wood, he has also become 
the most popular man in 
India. From this exalted 
position he runs for parlia- 
ment, and wins. 

Ashok has a terrible ac- 
cident while making one of 
his movies, and he reviews 
his life as he hovers near 
death in a Bombay hospi- 
tal, unable to speak but ca- 
pable of hearing what his visitors say to 
him, most of it unpleasant. It soon comes 
clear that Ashok has betrayed everyone 
who has ever been close to him; his father 
and brother, his friend, his wife and his 
mistress. 

One by one these five approach his 
bedside with tales of how 
they have suffered at his 
hands. Alternating with 
their recitations are synop- 
ses of the convoluted mov- 
ies which have catapulted 
Ashok into the cinematic 
stratosphere. 

Ashok’s real life and the 
plots of his movies con- 
verge when he enters poli- 
tics. In writing of his vic- 
tory and its aftermath, 
Tharoor achieves just the 
right combination of cyni- 
cism and sorrow; moreo- 
ver, he leaves the reader 
with something to think 
about, a notable accom- 
plishment in itself. п Eleanor Schwartz 


Eleanor Schwartz is an editor at Time-Life 
Books in New York. 





Ribald robots 


Have a Nice Day by Dennis Bloodworth. 
Times Books International, Singapore. 
$$14.50. 


Have a Nice Day bills itself as satire but 
isn’t funny. The plot rests on the conceit 
that Japan Inc. walked in and bought the 
United Kingdom. Although Dennis 
Bloodworth gets many of his pieces right, 
he pastes them together with such a heavy 
hand that the parts add up to less than a 
whole. 

Bloodworth, a novelist and journalist 
who worked in Singapore for many years, 
parades every cliche about the Japanese: 
their infatuation with gizmos and golf, love 
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of hierarchy, mistaking of 
technical means for quality- 
of-life ends, cipherisation of 
workers and women, and 
an inane, insane faith in the 
benefits of continuous inno- 
vation. The barbs read like 
a summary of a shelf full of 
Japan-bashing books. 

Have a Nice Day does 
feature good Japanese — 
those whom life in the West 
has softened and human- 
ised. The bad Japanese are 
epitomised in Lord Taira, 
head of Japan's corporate 
solution for remoulding 
Britain in the form of Tokyo rising. Taira 
runs the Yamato Corporation, with its Brit- 
ish headquarters in Yamato City, a vast 
building complex that has a 10-storey sign 
of a "red Japanese sun with a yellow yen- 
symbol in the middle" for a logo. 

Taira is a new-age lord, a corporate des- 
pot with a taste for technotronics. He has 
two female assistants, one human, the 
other a robot. The human assistant at- 
tended the Yamato School of Deportment 
to learn to act like a robot. Despite gradu- 
ating first in her class, the human cannot 
beat plugged-in perfection. Taira prefers 
sex with the machine. 

The novel's British characters start off 
as a risible lot, eccentric and insecure much 
of the time. But the quirks that make them 
vulnerable to Japanese subjugation redeem 
them, or are supposed to. Brian Ashe, a 
Yamato employee traumatised at puberty, 
thinks he's a good Yamato salaryman but 
has blackouts during which his better, Brit- 
ish side emerges. Sydney Almeroth, the 
autodidact bad-boy protagonist, meanders 
a bit before he meets Park, the moneyed 
contrarian who directs Almeroth towards 
his life's work — beating back Yamato. 

There is the obligatory love interest. 
There are full descriptions of every little 
thing: titanium-frame glasses, buildings, 
computers, drugs, collapsing pianos. The 
book also features asides and sub-plots on 
sinking Pacific islands, teenage girls who 
kill themselves as style statements, the 
British prime minister and corporate con- 
trol of essential services as ammunition for 
international blackmail. Bloodworth tells 
you exactly what everything looks like, 
how it works and how you should feel 
about it. 

It is hard to like any of the characters. It 
is even harder to believe in any of them 
long enough to forget that you are reading 
a book intended to be funny. By the end 
Bloodworth has lambasted so many peo- 
ple and things so often that the reader is 
left wondering if the object of the satire is 
simply satire itself. m Jay Shaw 


Jay Shaw runs the Hongkong and Taipei offices 
of The Princeton Review. 
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A sewerage tunnel in Kaohsiung built by BES Engineering, which flopped in the stockmarket despite its healthy prospects. 


POLICIES 


Private grief 


Taiwan is pressing ahead with its attempts to privatise state firms, 
despite the failure of several big sales. But many believe that greater 
political will and capital-market reforms are needed for success. 








By Mark Clifford in Taipei 





unnels, office towers, highways, 
power plants. You name it, Tai- 
pei-based BES Engineering Corp. 
has built it. And with Taiwan 
planning to spend US$330 billion by the 
end of the decade on public works, the 
state-owned civil engineering firm can ex- 
pect to stay busy and profitable. All of 
which should have enticed investors to 
snap up its shares when the government 
put 60% of BES on the block in January. 

Instead, the landmark privatisation 
bombed; only 2096 of the NT$6.1 billion 
(US$235 million) issue was taken up. 

BES, however, has not been the only de- 
bacle in Taiwan's attempts to privatise state 
enterprises. Four years and 10 stock sales 
after it began, the programme is in trouble. 
Most of the sales have failed to attract in- 
vestors, or have been accomplished only at 
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low prices that have further pummelled an 
already weak Taipei stockmarket. 

What went wrong? 

Conventional wisdom in Taipei has it 
that the poor showing reflects the state of 
the equities market generally. Yet Econo- 
mics Minister Vincent Siew has vowed the 
government will “ріау for real" on privati- 
sation this year, whatever the health of the 
market. (Indeed, on 22 February, invest- 
ment bankers were pitching their propos- 
als for the next sale, a NT$17 billion offer 
for Taiwan Machinery Manufacturing 
Corp. due by June.) 

But there are growing signs that only 
fundamental changes will enable Taipei to 
achieve its target of US$20 billion in asset 
sales by the end of the decade. These range 
from reform of the issuing mechanism to 
providing greater access for foreign equity 
investment. 

"The size of the capital market here is 
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not big enough to absorb . . . all the assets 
which are now owned by the govern- 
ment," says C. Y. Wang, president of state- 
owned steel maker China Steel. "My per- 
sonal opinion is [that] to privatise all the 
state-owned companies without linking 
our capital market to the international capi- 
tal market will be impossible." 

Wang is in a good position to comment. 
He is a former head of the Commission on 
National Corporations (CNC), which ad- 
ministers most state firms. Moreover, 
China Steel was the first state enterprise to 
sell shares to overseas investors. Like the 
BES issue, that offering, held in June 1992, 
went badly wrong — largely because of 
Taiwan's quirky share-subscription system 
(see next story). China Steel is now consid- 
ering seeking a listing in New York or Lon- 
don to sell its stock. 

Procedural reforms on their own, how- 
ever, may not be enough. Foreign bankers 
and advisers who have been involved with 
the programme say a key weakness has 
been a lack of political muscle to drive the 
policy through. The government "didn't 
really do a lot of careful thinking about 
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how or why they wanted to privatise," 
says a foreign investment banker in Taipei. 

On paper, the asset-sales programme is 
one of Asia's most ambitious. The govern- 
ment wants to privatise 22 enterprises, 
mostly by phased share sales (they remain 
subject to civil-service and other govern- 
ment rules until state ownership falls be- 
low 50%). Fifteen of the firms are among 
the 50 largest companies in Taiwan, and 
include the top four: Chinese Petroleum, 
Taiwan Power, the telecommunications 
authority, and the tobacco and wine mono- 
poly. 

Privatisation is normally justified on the 
grounds that private firms tend to be more 
efficient than public ones, that the sale of 
government-held stock can stimulate capi- 
tal markets, and that the money raised can 
be put to better use. In Taiwan's case, says 
China Steel's Wang, these arguments are 
underpinned by Taipei's bid to join the 
Gatt and its desire to become a full mem- 
ber of the international economic commu- 
nity. The rapid pace of privatisation in 
Eastern Europe and the former Soviet Un- 
ion, he adds, has also "solidified" Taipei's 
determination to go ahead. 

Its divestment programme, though, has 

been in trouble almost since it began. An 
attempt to float three banks in May 1990 
failed miserably; less than 1% of their stock 
was taken up. That fiasco helped bring 
down the stockmarket, which is still 68% 
below its February 1990 peak. 
-. A foreign investment banker involved 
-with privatisation notes that "of 10 partial 
‘privatisation sales thus far, only three 
could be judged unqualified successes." Of 
the rest, he adds "one sold well enough, 
but at a steeply discounted price while the 
others either failed entirely, or were sold 
out but suffered immediate share-price 
drops." 

Although few will say so publicly, 
many in Taiwan support the view that a 
lack of strong political or ideological com- 
mitment to privatisation at government 
level is hobbling the process. Unlike in Brit- 
ain, where former prime minister Margaret 
"Thatcher made asset sales a main plank of 
her policy in the 1980s, the Taiwan Gov- 
ernment has at times appeared ambivalent 
on the subject. While former finance minis- 
ter Wang Chien Shien strongly supported 
selling state assets to raise funds 
for Taiwan's infrastructure pro- 
gramme, his successor, Pai Pei 
Ying, has been lukewarm. 

In addition, no powerful 
central body is organising the 
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disbanded after drafting enabling legisla- 
tion, which was approved in an amended 
version in July 1991 by the legislature. 

"We have to have a task force which 
can coordinate between different minis- 
tries and also coordinate priorities," says 
China Steel's Wang. "At this time, there 
are different state-owned companies 
which belong to different ministries. 
Every ministry is handling the companies 
by themselves." 

Moreover, "none" of the state firms that 
are candidates for privatisation favours it, 
according to a government official close to 
the programme. This has made it difficult 
to restructure the firms, some of them mo- 
nopolies, to make them more competitive 
and therefore more attractive to investors. 
That may undermine the promise by Eco- 
nomics Minister Siew — made shortly af- 
ter the BES flop — that the government will 
if necessary achieve its sales targets by pri- 
vate placements or auctions of shares, or 
by inviting more foreign participation. 

"In the United Kingdom, people under- 
stand that industry has to run based on 
economic principles," says Wang. "But 
here, most employees of state-owned com- 
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panies consider they are part of the gov: 
ernment . . . If we want to follow the UK 
procedure, it is very difficult.” | 
The depth of opposition within stat 
firms is illustrated by the case of Chung 
Kuo Insurance, which writes insurance al 
most exclusively for public-sector enter 
prises. According to confidential docu 
ments obtained by the REVIEW, executives 
at Chung Kuo tried to enlist an investment | 
bank in devising a sham sale of 51% of th 
company. This was to be done by se 
shares to other privatised (and: friendly 
state firms, thus preserving appearances / 
while enabling Chung Kuo to do business 
as usual. The scheme, hatched as a contin 
gency plan, has not been implemented 
Chung Kuo is slated to sell 22 million 
shares sometime this year. DU 
Other state-enterprise managers, 
though, are more supportive. BES chairman 
Regis Chen is one of them, despite the fail- 
ure of the company's share float. Chen be- >. 
lieves BES will be a healthier company once i 
it is beyond government control. As ап ex- 2” 
ample, he recalls an industrial park that 
BES was ordered to build in Costa Rica two- 
and-a-half years ago, when Taipei wanted 
to curry favour with the Central 
American state. The US$8 mil- | 
lion project has been a "hope- 
less" failure, says Chen. 
The BES chief says he has 
warned government officials 













sales. When the Executive Yuan, 
or cabinet, created a task force 


Chung Kuo Insurance 


that once a majority of the com- 
pany is in private hands, they 





to promote privatisation in July 


Taiwan Machinery Manufacturing 


will no longer be able to force it 
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1989, it gave the job to a com- 
mittee of ministries and other 


Chiao Tung Bank 


to undertake unprofitable ven- 
tures. 





bodies, such as the Taiwan pro- 
“vincial government, that hold 
istate assets. The committee was 
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What did the officials say to. ^ 
that? Says Chen: "They just 
smiled." Гы 
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BUSTNESS 





POLICIES 


False 


promise 
Flawed stock-sale rules 
crimp Taipei flotations 


^. ne of Asia's largest steel makers, 

О China Steel knows well the political 

pressures of state ownership. Three 
years ago, in one of the most notable ex- 
amples of official interference, the com- 
pany was prevailed upon to pad its pay- 
roll with people who had lost their jobs 
when Taiwan’s illegal finance houses col- 
lapsed. This came at a time when the firm 
was trying to cut costs. 

That favour — which helped the ruling 
Kuomintang avoid alienating party loyal- 
ists -- went unreported in Taiwan. It 
serves to underline how easily state own- 
ership of companies can be abused. It is 
also one of the reasons why technocrats in 
Taiwan's civil service (as opposed to the 
bureaucrats and politicians) have favoured 
the push towards privatisation. 

Despite such interference, China Steel 
was recommended by international bro- 
kers as a profitable, well-managed com- 
pany when it offered US$320 million of its 
shares last June. The offer gave foreign in- 
vestors their first chance to own part of a 
Taiwanese state enterprise and, like the 
later BES Engineering issue, offered a play 
on Taiwan's infrastructure plans. 

But it quickly ran into trouble. Accord- 
ing to investment bankers associated with 
the deal, many foreign investors bought the 
issue without realising that a large slab of 
China Steel stock was about to hit the do- 
mestic market. 

Their confusion stemmed from the fact 
that the domestic issue of shares, in May, 
had been nominally oversubscribed. But 
© under Taiwan's unusual share-issuing 
rules, local investors were not required to 
put down any money until June. As for- 
eign investors belatedly realised that the 
domestic issue might not be taken up, they 
drove down the price of the overseas issue 
by nearly one third, to US$12.45 from an 
issue price of US$18.20. 

Their fears became a self-fulfilling 
prophecy. Most domestic investors, seeing 
the price of the overseas issue plummet, 
declined to take up their rights. As a result, 
the NT$108 billion domestic offer (about 
6% of China Steel's shares) was only 38% 
subscribed. 

But that wasn't all. The stock price came 
"under further selling pressure a few weeks 
later when overseas investors, unhappy 
with the issue’s performance, sold their 
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shares back into the local market after the 
expiration of a 90-day waiting period. At 
least 15% of the overseas issue has since 
been redeemed. 

"The public offering mechanism has 
never been terribly efficient, and hardly 
works at all for very large issues," com- 
plains an investment banker whose firm 
was involved with the China Steel offer. 


rules require that an issue’s price be set 
before applications are sought — and thus 
before there is any reliable indicator of de- 
mand. Typically, this encourages issuers to 
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price the stock at a steep discount to cur- | 


rent market values in order to ensure a sell- 
out. 

If the market goes up, investors reap a 
windfall; if it goes down, they shun the 
issue. Either way, the market is not raising 
capital efficiently. 


In practice, the system is even more | 
cumbersome than it looks at first sight. BES | 
| its trade. 


Engineering Corp. chairman Regis Chen 


Selling into weakness 


NNO ODNIH 


Taipei Weighted Index 


| 


CURRENCIES 


Step to 
freedom 


| Nepal moves towards 


In particular, he notes, the stock-offer | 


convertible rupee 
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he Nepalese Government of Girija 
Prasad Koirala has announced plans 
to make the Nepalese rupee fully 
convertible. Coming just two days before 
the 14 February opening of parliament, the 
decision also includes plans to revalue the 
Nepalese currency against its Indian coun- 
terpart. Nepal relies on India for much ot 


Some economists believe the move to- 
wards full convertibility was taken as a 
precaution against a similar action ex- 


| pected by New Delhi. There, Indian Prime 
. , Minister Р. V. Narasimha Rao may elect tc 
| make the Indian rupee fully convertible ав 


soon as 27 February when he releases his 


S | next budget. 


The move by the two-year-old Koirala 


| | administration to make current-account 
| transactions — such as foreign payments 


С for goods and services — fully convertible 


says the engineering firm's application to 
sell its shares was approved last May, and 
the share price was set in November. De- 
spite an unsettled stockmarket, BES faced a 
mid-January deadline for trying to sell its 
shares at the government-fixed price. Be- 
cause of the market's weakness, there was 
little surprise when the deal failed. 

Like China Steel president C. Y. Wang, 
Chen believes the answer is capital-market 
reform. And like Wang, he is not hopeful 
that it will happen soon. It is "impossible" 
for government bureaucrats to accept 
wide-ranging reforms, says Chen, adding: 





"Everyone wants to check, [to] make some | 


kind of trouble." 

this assessment of Taiwanese bureaucrats. 
duce new methods," he says. "They just 
accept the system as god-given. It's like the 
air. They don't see it." m Mark Clifford 
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. | follows a steady increase over the past year 
| in the percentage of foreign-exchange earn- 

, | ings that Nepalese exporters have been al- 
| lowed to convert. 


Last July the government agreed to al- 


| low exporters to exchange up to 7595 of 
| their foreign earnings at the market rate, 
| provided that the remaining 25% was sold 


to the central bank. Just four months ear- 
lier, it had increased that convertible share 
from 40% to 65%. Those increases have 
helped lower the differential between the 
black market and official exchange rates 
from 20% in 1992 to 8% today. 

But the Koirala administration's 12 Feb- 
ruary announcement applies only to cur- 
rent accounts — not to capital account 
transactions that involve long-term invest- 
ments and international loans. Prithivi Raj 
Ligal, a member of the National Planning 
Commission, told the REVIEW that if the 
current-account programme works suc- 
cessfully, the government's next significant 
reform would be to "free capital accounts^ 
making them fully convertible as well. 

But that action may still be several years 


| away. Even more developed countries 
А foreign investment banker concurs in | 


such as Singapore, Malaysia and Indonesia 


| have yet to make capital accounts fully con- 
"There has been no willingness to intro- | 


vertible, despite liberalising their current 
accounts several years ago. 

Revaluing the Nepalese rupee against 
the Indian rupee became necessary after a 
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4% decline in the Indian currency against 


the new rate, 165 Nepalese rupees are 


worth 100 Indian rupees. Before, the ratio | 


was 165:100. Another reason the price of 
imports from India is expected to fall is the 


drop prices 20-25%. 
But Nepal must also increase imports 
from other countries. According to 


Gajananda Agrawal, president of the Ne- | 
| a bank. Nor is it meant to. Yet dealers of 


pal Foreign Trade Association, imports are 
expected to increase to Rs 162 billion in 


the first six months of the year to mid-July | 
; they need loans or want to deposit money 
| in savings accounts. 

tering the country, Agrawal worries that | 
: groups, or informal credit circles, which 


1993, up just 4.7% from one year earlier. 
Without a greater number of goods en- 


government revenues: from import duties 
will decline: Similarly, he warns that if im- 
ports do not increase, the price of consumer 
goods and construction materials are likely 
to increase due to inadequate supply. 
Nepal’s move towards full convertibil- 
ity is also significant for other reasons. It 
reverses last year's 
which the government liberalised the 
economy only after India did so. Now, it 
is. Kathmandu that has taken the financial 
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series of events in | 


“FINANCE 
the US dollar in early February made In- | 
dian imports to Nepal more expensive. At | 


Chain lending 


hind a motor cycle repair shop in 
Ho Chi Minh City, hardly resembles 


motorcycle parts from the city’s Tan Thanh 
market do not hesitate to visit her when 

Be makes her living managing hui 
were popular throughout Asia before 


banks emerged. Despite the high risk, the 
58-year-old Be has built a thriving enter- 


| prise with a seemingly endless supply of 


Vietnamese willing to invest their cash. 
As an alternative to state-run banks, 
which lend up to 80% of their meagre as- 


; sets to often troubled government-owned 
| enterprises, Vietnamese are increasingly 
| turning to credit circles and other alterna- 
initiative. New Delhi may not be far be- | 
hind. [E 


tive lending sources. Analysts say the 
credit circles took off in a big way after the 


. Informal credit fills void left by Vietnam's banks 


decision to allow payment for Indian | 
goods to be made against US dollars. Sav- | 


ings from customs and excise taxes should | ву Murray “Hiebert in Ho Chi Minh city 


| T ran Thi Be's livi ying room, tucked be- 


communist party began its drive towards a ^ 
free-market economy seven years ago, 
though it is difficult to know how many 
exist because of their informal nature. 2222 
According to government estimates, | 
only 6% of Vietnam's 71 million people >. 
borrow from, or deposit in, formal finan- | 
cial institutions. "I never use banks," says 
Hoang Le Quy, a property developer in 
Hanoi who participates in three credit cir- 
cles. "I don't trust them. In other countries 
it’s easy to withdraw money from th 
bank, but in Vietnam it's very difficult” 
Although credit circles are small, they. 
have played an important role in firing ир. 
Vietnam's modest economic recovery, A. - 
government economist estimates that up |. 
to 40% of the credit in rural.areas апа аз < 
much as 60% in cities is provided. by credit. 
circles. "As long as the banking. system is. 
not developed,” the economist says, “these 
groups will flourish like mushrooms after 
the rain.’ 
Be runs at least seven credit circles а! 
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any one time. A typical group has 10 mem- 
bers, each of whom deposits Dong 20,000 


| (US$1.90) daily. After 10 days, the group 


has a kitty of Dong 2 million, which is 
given to the member who has pledged to 
pay the highest amount of interest — per- 
haps the equivalent of 10-20% a month — 
to the other members. But the principal is 
not repaid. 

Members deposit their money each day. 
At the end of the second 10-day period, Be, 
as the group organiser, gets to use the sec- 
ond Dong 2 million pool interest-free. 
Every 10 days, another person receives the 
funds until the cycle is completed. 

Members of Be's groups who borrow 
the money first benefit from gaining access 
to Dong 2 million after only paying in 
Dong 200,000. Later kitty users profit from 
being paid interest by the other members. 

Be sold used cars and motorcycles be- 
fore the communist victory in 1975. Antici- 
pating that her business would be shut 
down by the country's new rulers, she 
switched to selling motorcycle parts. In 
1983, Be started up her first credit circle for 
fellow shopkeepers. 

“АП members of my credit circles need 
money to re-stock their shops," 
Be explains. "But it's difficult 
for them to ask for credit from 
the bank because of the com- 
plicated procedures. It takes at 
least a week to get a loan, dur- 
ing which time they can miss 
many business opportunities." 

Like other credit circles in 
Vietnam, Be's groups are man- 
aged without any paper work, 
collateral or state regulations. 
As a result, Be admits only 
merchants — mostly women 
— whom she knows. But even 
then, some of her groups have 
collapsed because a member 
has disappeared or has faced a 
business failure. 

Many different types of credit circles 
have sprung up in Vietnam. Some have 
working money pools of Dong 200 million 


| or more. Others in poor rural areas might 
| have pooled only 400 kilograms of rice 


which is sold by members. 

Credit circles have emerged in response 
to the desperate shortage of capital avail- 
able from the country's banks for private 
business or farming activities. According 
to a recent study of private companies con- 
ducted by the government's Central Insti- 
tute for Economic Management, only 8% 
of the private businesses in Hanoi and 18% 
of those in Ho Chi Minh City are able to 
get bank loans. 

The credit crunch is equally critical in 
rural areas. In 1992, the Bank for Agricul- 
ture expanded its lending policies to pro- 
vide short-term loans of Dong 2.4 trillion 
to 2 million farming households, or 2096 of 
the total. But the Ministry of Agriculture 
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Vietnamese are turning away from banks for credit. 


estimates that 64% of the country's farm- 
ing families need credits to buy badly 
needed inputs such as fertiliser and pesti- 
cides. 

But credit circles only benefit Vietnam- 
ese with enough money to deposit regu- 
larly in the money pools. In the country- 
side, many peasants often have to turn to 
wealthy neighbours for cash advances to 
buy fertiliser. 

Foreign non-governmental relief agen- 
cies have found cases in which peasants 
have paid interest rates of up to 50-70% for 
four-month cash advances. As a result, 
many peasants use only half the normal 
inputs required for a crop. In a rising 
number of cases, heavily indebted peasants 
are losing their land and being forced to 
work for richer neighbours. 

In cities, Vietnamese too poor to partici- 
pate in credit circles often turn to pawn- 
shops, where they are charged up to 1% 
interest daily or 20% a month. "It's the 
worst form of capitalist lending," an over- 
seas Vietnamese businessman working in 
Ho Chi Minh City says. 

Several recently opened commercial 
and stockholding banks in Ho Chi Minh 





City, in an effort to play a greater role in 
providing credit to the private sector, have 
simplified their loan procedures. But they 
have only limited available capital. 

Huynh Buu Son, deputy managing di- 
rector of Saigon Bank for Industry and 
Trade, estimates that new bank credit in 
1992 totalled only Dong 4-6 trillion. He 
says this figure is small because the gov- 
ernment limits credit expansion to control 
inflation. 

Until the banking situation improves, 
credit circles are likely to find even more 
success, especially if Vietnam's economy 
continues to improve. "The credit circles 
play a very important role in our 
economy," says Quy, the real-estate devel- 
oper who uses his investment earnings to 
buy and repair old houses. "People with a 
lot of money use the groups to save money, 
and people with no money get access to 
some credit." п 
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COMMODITIES 


Meany greenies 


Japan faces soaring cost of imported timber 


By Jonathan 1 Friedland i in Tokyo 


shrewd Indonesian businessman, a a 
А pair of warring Malaysian politi- 

cians, and protectors of the North 
American spotted owl have inadvertently 
joined forces to push up timber prices 
sharply. And Japanese buyers are the ones 
being squeezed. 

After going nowhere for a decade, 
prices of lumber products imported by Ja- 
pan are soaring. The plywood industry is 
reeling from a 110% increase over the past 
year in the cost of Sarawak logs, the bench- 
mark for prices of tropical hard woods. 
And a 60% jump over the same period in 
the price of North American Douglas Fir 
logs has threatened to erode what is left of 
profit margins at Japanese house-building 
companies. 

"Every kind of wood price is 
going up," says Kanemi Matsuki, 
executive director of the Japan 
Lumber Importers Association. 
“We've never seen this before." A 
befuddled spokesman for Sumi- 
tomo Forestry, one of Japan's top 
home builders, agrees: "We don't 
know how to cope with this situa- 
tion. It is very exceptional." 

Wood-industry executives in 
Tokyo say the price crunch is an 
“inevitable” consequence of global 
attempts to protect the environ- 
ment. It also reflects the growing 
success of efforts by Southeast 
Asian countries such as Malaysia 
and Indonesia to increase jobs and 
foreign-exchange earnings by 
processing wood rather than ex- 
porting raw logs. 

What has astonished the Japanese, how- 
ever, has been the velocity of the price in- 
creases of so many different types of lum- 
ber products at the same time, despite the 
fact that demand is weak in recession-hit 
(арап. They worry that the surge will con- 
tinue, resulting in the bankruptcy of Japan- 
ese timber-processing firms. In the past 
couple of months alone, three of Japan's 
100 plywood makers have gone out of 
business. 

Japan is heavily dependent on imports 
Kor its wood needs. In 1992, an estimated 
75% of the 111.2 million cubic metres of 
wood used by Japanese industry came 
from abroad. In the past few years, high 
production costs and a rising yen have 
prompted Japan to rely less on its own sub- 
stantial domestic forests and more on im- 
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ports. This has brought criticism from en- 
vironmentalists who say that Japan's huge 
appetite for imported wood has led to the 
rapid depletion of Southeast Asian forests. 

Despite a rising chorus of criticism from 
the "green" lobby, Japan's wood industry 
has grown smug about its reliance on for- 
eign timber, a complacency reinforced by 
the long stagnation of prices for softwood 
and hardwood. “Even with the prices 
we've seen over the last few months, we 
are only back to where we were 10-12 years 
ago," points out William Franklin, presi- 
dent of Weyerhauser Far East. As a result, 
plywood makers have been slow to reduce 
their reliance on tropical hard woods in fa- 
vour of softwood composites or engineered 
wood, such as medium-density fibreboard. 

Japan should have noticed the trends of 





Southeast Asian suppliers have cut timber exports. 


demand and supply, but the timber indus- 
try was blindsided by a series of unrelated 
foreign moves which took place in the lat- 
ter half of 1992. The most significant of 
these occurred in Malaysia, the source of 
80% of the 10 million cubic metres of tropi- 
cal hardwood logs used by Japan's ply- 
wood makers for the manufacture of pan- 
elling, flooring and furniture. 

In September, the state of Sarawak re- 
duced timber felling by 60% in order to 
comply with an agreement to protect tropi- 
cal rain forests, made with the International 
Tropical Timber Organisation. Sarawak fol- 
lowed up the reductions in December by 
imposing a temporary ban on the cutting 
of logs and their export. Despite the intro- 
duction of new monthly logging quotas in 
January, the price quoted on Sarawak logs 
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has jumped from US$255-265 per cubic 
metre at the start of the year to US$280 by 
mid-February. 

Matsuki says the continued rise in 
prices reflects the expectation that Sarawak 
will cut log exports further in 1993. The 
state intends to increase output by 1.5 mil- 
lion cubic metres to 16.5 million in 1993. 
But exports are expected to drop by a third 
to 10 million cubic metres this year. 

The reduction in supply from Sarawak 
was compounded on 15 December when 
the Malaysian Primary Industries Minister, 
Datuk Seri Lim Keng Yaik, announced that 
log exports from Sabah would also be tem- 
porarily banned on grounds that local 
wood processors were being starved of 
supply in favour of exports. Lim said 
Sabah's wood processors were able to op- 
erate at only 50% capacity. Last year, Japan 
imported 2 million cubic metres of logs 
from Sabah, about one-quarter of the state's 
total output. 

Subsequently, Sabah Chief Minister 
Datuk Joseph Pairin Kitingan, whose Parti 
Bersatu Sabah split from Malaysia's ruling 
United Malays National Organisation on 
the eve of federal elections in 1990, said the 
ban was politically motivated. He 
said the loss in foreign-exchange 
earnings to Sabah outweighed the 
potential gains to what he said 
was an inefficient local wood- 
processing industry. Japanese 
buyers of Sabah’s logs are “dis- 
satisfied over this one-sided ban,” 
says Teruo Odajima, executive di- 
rector of the Japan Plywood 
Manufacturers Association. “We 
have been damaged by this politi- 
cal conflict.” 

If the Japanese importers are 
upset over the impact of the spat 
between Kuala Lumpur and Kota 
Kinabalu, they are even more an- 
gry over a move by Indonesian 
timber magnate Bob Hasan to 
take advantage of the cut-off in 
Malaysia’s raw-log supplies. 
Hasan is head of the powerful In- 
donesian Plywood Association (Apkindo) 
which provides 30% of the plywood used 
in Japan. Hasan believes Japan has no busi- 
ness processing anyone's raw logs but its 
own. “Bob Hasan is out to destroy the 
Japanese plywood industry, and has said 
as much,” says the Tropical Timber Or- 
ganisation’s Steve Johnson. 

Indonesia banned all exports of raw 
logs in 1980, and since then has built up 
the world’s largest plywood industry. In 
the past few months, say wood-industry 
sources, Apkindo has effectively curtailed 
its supply of plywood to Japan by routing 
95% of its Tokyo sales through an affiliated 
company called Nippindo. 

“From the Indonesian manufacturers’ 
side, they see strong demand from China, 
the Middle East, Europe and the US,” says 
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PRICES & TRENDS 


Previous 3months Year 


Latest sale to 22 Feb. Latest week ago ago 
Gold © bandon (2j 30770 3850 33425 . 34960 
Copper New York (2) 

Current delivery (Mar.) 98.75 99.25 95.40 101.00 
May delivery 99.45 

‘Aluminium с tendon (7) po ox 

Current delivery (Feb:) cu nore UAPOASO. 121225 ^ 115200 129500 
Tin Kuala Lumpur {t} — 1491 14.96 1442 1431 
Cotton à New York (3) p m - vom : 

Current delivery (Mar. - 63802: 6158 . 5755 53.17 
“Мау delivery сы. 

Rubber Kuala Lumpur (8) 

Current delivery (Mar.) 231.50 237.00 22400 209.50 
Apr. delivery 231.50 

gute Dhaka (11) .26000 ^. 26000 290.00. 365.00 
Palm Oil Kuala Lumpur (4) 

Current delivery (Mar.) 1,039.00 1,067.00 955.00 899.00 
May delivery 1,004.00 

‘Sugar New York (3) 

‘Current delivery (Маг) 900 847 8.62 815 
May delivery 943 

Pepper Singapore (9) 

Sarawak Asta blk 100% 182.50 182.50 185.00 207.50 
Wheat Chicago (5) 

Curtent delivery (Mar) ` 366.60 367.40 370.20 41540 
May delivery 336.60 

Maize Chicago (©) 

Current delivery (Mar.) 212.60 212.40 213.60 263.60 
May delivery | 220.20 

Rice ^ Bangkok (7) 

715% white fob 272.00 272.00 26700 28200 

Soyabeans Chicago (5) 

Current delivery (Mar.) 573.20 567.00 559.40 576.60 
May delivery 573.60 

“Cocoa New York {7} 

Current delivery (Mar.} 897.00 872.00 $976.00 1,070.00 
May delivery 929.00 

Cotfee New York (3) 

Current delivery (Mar.) 6575 65.00 70.40 66.80 
May delivery 68.00 

Sumatran light -Tokyo 110) 19.05 18.80 20.40 17.80 
Brent Бас London (10) 18.64 18.25 18.97 1743 


(1) М$ако (2)US$anoz (3)USc alb (4) M$ a tonne (5) USc a 60 Ib bushel 
(6) US¢ a 56 Ib bushel (7) US$ a tonne (8) PSS1, Mc akg 19) 5$ а 100 kg (10) US$ a barrel 
{11} ВИО, Chittagong/Mongla, US$ a tonne Source: Telerate, International Jute Organisation 


Currencies 1/5%1 worth: 


Spot Previous 3 months Year 


22 Feb. ratet weekt agot agot 
Australia dollar 220 14432." .— 14788... 14581 13312 
Bangladesh* taka 38.90 38.90 38.90 3770 
Britain рота 06854. 0.7049 0.6565 0.5722 
Brunei dollar 1.6408 1.6499 1,636 1.6445 
Вшта* 540 625 6.265 6265: 6265. 
Canada dollar 1.2583 1.2545 1.2865 1.1884 
France «ss franc: o 55098 5618 541985 561° 
Germany mark 1.6225 1.661 1.5935 1.6503 
Hongkong | ош 7731 7735: 33309 70 2388 
India* rupee -26.1335 26.1335 25.8264 25.8264 
indonesia rupiah ^ 208600 . . 2,067.00 2,059.00... 2,009.00 
Japan уеп ^ 11647 121.15 123.95 129.10 
Macau* pataca 0 960 . 5860 805: ^ 805. 
Malaysia dollar 2.6285 2.6355 2.5253 25915 
Nepal* -Rpee — 46.4316 46.63 463° 4070 
New Zealand dollar 19179 1.9448 1.9391 1.8464 
Pakistan mpee 222-2540: 2615 254745 24.8253 
Papua N.G. kina 0.9842 0.9904 0.9873 0.9569 
Philippines peso 2528 225344 25.725 %.10 
Singapore dollar 1.6408 1,6499 1.636 1.6445 
South Когеа won 796.90.: 796.60 787.50 767.90 
$ri Lanka rupee 45.028 45.009 43.177 41.96 
Switzerland |... franc 1486. 1543 1.4325 1.4905 
Taiwan NT dollar 25.946 25.94 25.456 25.0705 
Thailand baht 25.38 2551 284728515 


Communist China US$-Rmb 5.7402 HK$«Rmb 0.74235 Laos US$=Kip 720.00 
countries: — Vietnam US$=Dong 10,485.00 Cambodia US$=Riel 2,000.00 


Other: Commonwealth of independent States (former Soviet Union) US$=Rouble 559.00 
SDR1«US$1.38409 ECU1=US$1.1926 S$1-M$1.6018 


"Official rate tMiddie rate Source: Telerate for spot rates, Dao Heng Bank Ltd for official rates 


Currency deposit and bond yields 


Eurocurrency and Asian currency unit deposit rates (%)+ 
1 3 6 


12 10 year govt 
22 Feb. month months months months bonds yield 
Us$ 3.0625 3.1875 3.25 3.50. 6.14 
Sterling 5.1875 6.0625 5.8125 5.625 785 
Yen 3125 3.1875 3.125 3.125 437 
Swiss Fr. 5.50 5.375 5.1875 4,9375 5.56 
Dm 850 8.1875 775 7.1875 6.90 
А$ 5.375 5.50 5.50 5.6875 8.39 
c$ 7.605 7.50 7.375 7.375 7.52 
Есу 9.3125 9.125 8.8125 825 8.10 


iOffered rate Source: Telerate, Salomon Brothers 


Economic indicators, selected Asian countries 





Australia China Hongkong 
Economic Growth % (real) (1) 
1992 · 08 12 52 
:1993. 3 10 56. 
International Reserves (5; 
Latest US$10.99b (Nov) US$46.29b (Sept) US$28.9b (Dec 91) 
Year earlier US$16.53b US$40.92b па. 
Trade Balance (total merchandise) 
Latest 3 months -US$0.22b (бері-Моу): +0591 -69b (Sept-Nov} . +US$0.33b (Oct-Dec} 
Previous 3 months +US$0.22b -US$2.99b +US$0.27b 
Year earlier +500410 +0$$244 +US$0.38b 
Exports (6) 
Latest 3 months US$10.65b US$23.28b US$33.80b 
% change previous 3 months 40.6 43.6 +57 
% change year earlier Мм : +21.9 : +19.9 
Imports 7) : m uu 
Latest 3 months н S 87b = USg21.59b 05593470 
% change previous 3: mónths ; +109 +58 
7% change year earlier ` i \ +297 +20.3 
Consumer Prices 
Base Jul 89-Jun 90=100 Dec 1991=100 Oct 89-Sept 90-200:2) 
Latest 3 months index average 107.4 (ІШ-бері) 108.811 1} (Deci 129.9 (Nov-Jan} 
% change previous 3 months +01 na. +19 
* change year earlier +08 48.8 39.6 
Money Supply (3) ue 
“Latest A$220.56519) (Nov) ^ Втр 2,123,756 ito Jun) ees 990 (бес) 
% change previous month +06 АТАН) 
% change year earlier 478 428.6 - n 3 


India indonesia Japan Malaysia 
124) 55. 35 85 
414} 6 | па. 8 
US$4.85b (Nov) US$1041b (Oct) US$71.62b (Dec) US$15.94b (Aug) 
US$2.75b 1558570 US$72.06b US$9.91b 
АЗЫ (Septon) +581 dne jljun-Aug)  +US$29.72b (Oct-Dec) - 09902746 (Aug-Od] 
-US$1.48b +US$1.3 +U8$28.81b 4US$0.48b 
4505 2 Б 00b +U8$23.90b -US$0.34b 
US$5.06b 055848548) US$89.19b US$11.10b 
+6.9 +12.8 +18 +4.0 
+222 +143 +48 420.3 
(555998 С US$6.66b/6) US$59.47b US$10.37b 
dc +12 ; 412 17 
3274 +52 29 +83 
1982-100 Apr 88-Mar 89-100 1990-100 1990-100 
243.7 (Sept-Nov} 136.1 (Nov-Janj 105.5 (Sept-Nov) 110.5 (Sept-Nov) 
+15 +20 +0. 40.5 
493 +57 +13 +52 
Rs 3.529) (Dec) > Ros 119.05t (Dec). ¥498,92 (Nov) M$107.37b (Аш) 
304. 5077365 302 405 

54468 +202 0.6 3191 


(1 Official and other estimates of GDP (GNP in China & Japan} {2} Consumer Price Index А (3) М2 or currency plus bank deposits (4) To March 15) IMF definition of reserves minus gold except for Singapore (6) fob 
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a a a Tokyo falls further as yen strengthens а т а Hongkong gains on hope of political 
settlement waa Australia, New Zealand slip aaa Singapore up modestly www Taiwan 
surges 5% т т а Manila advances 4.4% in week ended 23 February т т u 
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*Market capitalisation-weighted index of nine Asian bourses excluding Japan, published by Asian Markets Monitor, a REVIEW newsletter, 1 Jan. 1990-100 


*An «тілігі index composed of over 200 blue chip Asian stocks excluding Japan 


Philippines Singapore South Korea 
»3.5 56 52 
к 5.5-6.5 63 
S$3.80b (Sept) US$39.53b (Oct) US$17.12b (Dec) 
S$2.43b US$32.16b US$13.70b 
cres (Oct-Dec) -US$2.28b (Sept-Nov) — -US$0.46b (Nov-Jan) 
-US$2.25b +US$0.59b 
"50 db -US$1.04b "ssi 730 
55b US$16.90b US$19.10b 
+42 -4.3 
Кк. 7 +118 -3.4 
9593.89 US$19.18b US$19.56b 
М +3.8 +10 
Я) +18.7 -9.0 
188-100 Sept 87-Aug 88-100 1990-100 
E 3 (Oct-Dec) 113.1 (Sept-Nov) 117.4 (Nov-Jan) 
40.3 unchanged 
E 4 424 м7 
pe .02b(9) (Sept) nes 09b (Oct) es 96.771 (Dec) 
22 ы 1 9 тї 4 


) cif (8) Including petroleum (9) M3 (10) % change over past 3 months (11) One month 
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Taiwan Thailand 

6.71 75 

n.a. 72-8.2 

US$83.94b (Nov) US$20.13b (Nov) 

US$78.80b US$16.86b 

+US$1.56b (Nov-Jan  -US$2.40b (Jul-Sept) 
+US$2.89b +US$0.11b 

1059. 040 -US$0.20b 

US$20.22b US$8.83b 

-3.0 +145 

40.6 +12.6 

US$18.66b US$11.2b 

+3.9 +9.9 

+94 +118 

1991=100 1986=100 

105.1 (Nov-Jan) 132.4 (Jul-Sept) 

0.6 +1.6 

+3.4 +48 

eus 621 (Dec) - 2,018.2b (Sept) 

7 F 0 te 4 


Source: Official statistics 
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1©1991 Morgan Stanley Capital International 
Source: **Smith New Court (Far East Ltd) 


Interest rates 


erbank Interbank Interbank 


22 Feb. lending Tenth 3 monthst 6 months? 
Australia 10.00 5.70313 1 575 5.82813 
Britain 6.00 6.125 6.0625 5.6875 
Hongkong 6.50 3.0625 3.1875 3.4375 
Indonesia 21.00 13.25 13.50 13.75 
Japan "5.20 
"450 3.25 3.3125 3.25 

Malaysia 9.00 7.60 7.60 7.50 
New Zealand 1100 8.25 8.10 7.90 
Philippines 18.00 12.50 11.8125 10.375 
Singapore 5.00 175 1.9375 2.1875 
South Korea 111240 - - - 
Taiwan 8.25 - - - 
Thailand 11.50 10.00 10.00 - 
us 6.00 3.125 3.1875 3.3125 

*Longterm — ""Shortterm ttMonetary Stabilisation Bond (1 year) 


+Offered rate Source: Telerate and Review Data 
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Shell-shocked in Japan 


S nasty surprises go, the news 

from Japan's top oil company, 

Showa Shell Sekiyu, will be hard 

to follow. The listed company dis- 
closed on 20 February that it has lost at 
least Y125 billion (US$1.1 billion) on cur- 
rency futures contracts. 

The loss, which will be realised over the 
next two to three years, has left Showa 
Shell reeling with shock. It equals 82% of 
the capital base of the company (50% 
owned by Royal Dutch Shell, the Anglo- 
Dutch oil giant) and is two-and-a-half 
times Showa Shell's expected operating 
profit for 1992, 

Takeshi Henmi, the company's presi- 
dent, explained at a press conference that a 
small number of staffers in the firm's treas- 
ury department began purchasing US dol- 
lar contracts in the spring of 1989, when 
the greenback was valued at around Y130. 
The traders bet that the US currency would 
strengthen — which it did in the middle of 
the year, reaching Y149 before dropping 
back somewhat. Sadly, the traders thought 
the upward trend would continue. Since 
then, the dollar has weakened to around 
Ұ117. 

What Henmi did not explain was why 
the traders bought contracts totalling 
US$6. billion when the company's annual 
oil-import bill (and hence its hedging 
needs) was only US$500 million-US$1 bil- 
lion. Nor did he say why Showa Shell's 
top managers and auditors were unaware 
of the party that was going on in the deal- 
ing room. 

The stockmarket has reacted firmly. On 
21 February, the first day of trading after 
the news broke, sellers tried to dump 16 
million shares but found no buyers. By 23 


| February, the bid price was still languish- 


ing at Y1,000, down 50% from the last- 
traded price. 

The Ministry of International Trade and 
Industry has chided Showa Shell for its in- 
eptitude. Meanwhile, executives of Japan's 
other oil companies swear they do not face 
the same problem. Nonetheless, rumours 
are rampant in Tokyo that Showa Shell's 
woes are just the tip of the iceberg. 

Many Japanese companies sought to 
bolster their earnings during the late 1980s 
by speculating in everything from Impres- 
sionist paintings to Swiss franc bonds. 
Until now, however, wrong-way bets on 
the forex market had been absent from the 


| list. 


That is because the Ministry of Finance 
had until last July allowed companies to 
roll over their currency futures contracts 
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indefinitely, thus keeping unrealised losses 
off their balance sheets. Sensing a storm in 
the making, the ministry finally acted, but 
only through informal guidance, and 
grandfathered guidance at that: companies 
were told they had a year or two to try to 
work through their losses. 

Showa Shell's disclosure was prompted 
by Royal Dutch Shell’s need to answer to 
shareholders and regulators in Europe and 
the US. Royal Dutch said it would take a 
US$190 million charge against its 1992 
earnings to cover part of the Showa Shell 
losses. 

Most Japanese companies do not have a 
foreign parent to share the pain. Those 
which may be facing big forex hits — trad- 
ing companies are among the suspects — 
are no doubt already pleading to the Fi- 
nance Ministry that the grandfathering be 
extended. Shroff hopes the ministry ig- 
nores them. The sooner all the worms are 
out of the woodwork, the sooner Tokyo 
stocks have a chance of recovering. 

m Jonathan Friedland 


Acer's flying again 


4 Jan. 1991-100 


омпнэ OSNIH 





TOS «i rir ar ra rara a nar nna 
JMMJSNJMMJSNJ 
1991 1992 1993 

Source. REVIEW Data 


Is the Acer turn-around for real? Shares in the 
troubled Taiwan computer maker have 
soared since December, when they defied 
a market slump to start a steep climb. Al- 
though Acer and other electronics shares 
have retreated on profit-taking recently, at 
NT$22.40 (86 US cents) a share, Acer is 
now up one third from its December low 
of NT$15. 

Bulls say five factors suggest a further 
rally: 
> Acer is breaking even in its US opera- 
tions (where it was haemorrhaging) 
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P its 58%-owned semiconductor ventur 
with Texas Instruments has started mal 
ing money 

> Acer is rumoured to have a huge сог 
tract with Apple Computer of the US t 
make Apple's Powerbook notebook com 
puter (the deal could swell revenues b 
US$100-200 million this year) 

> computer sales to developing market 
grew more than 50% in 1992 

> the company is developing a huge trac 
of land it owns south of Taipei. 

Given the surging demand for Dram: 
the workhorse semiconductor that is mad 
by the TI-Acer venture, that business alon 
may be reason enough to buy Acer's stock 
A US anti-dumping suit against South Kc 
rean producers, coupled with a PC buyin; 
boom, has modestly boosted prices o 
Drams. With ТІ-Асег producing the low 
est-cost chips of any TI venture, and capac 
ity expansion under way, the venture i 
well-positioned to benefit from stron, 
worldwide demand. 

ТІ-Асег president Jeff Chen has said th 
venture expects to earn NT$350-500 mil 
lion in 1993, compared with a loss с 
NT$348 million last year. Acer’s share с 
that profit would be NT$203-290 millior 
compared with estimated 1992 earnings c 
NT$250 million for all of Acer. 

However, Acer's real profits come nc 

from electronics, but from land. The com 
pany sold 72,600 square metres last yeai 
and plans to develop part of the 1.4 mil 
lion square-metre site where its headquar 
ters are located. In all, Acer raised perhap 
NT$500 million last year by selling lan 
and shares in its affiliates — hardly a ring 
ing endorsement of operations, but mon 
than enough to keep afloat a compan: 
that many thought was in danger of sink 
ing. 
If things pan out as Acer and its backer 
expect, its shares have a good deal of roon 
for appreciation, particularly because thi 
electronics sector has recently retreated oi 
profit-taking. But Acer's problem is that i1 
the past the rosy scenarios it paints hav: 
had a way of fading in the harsh light o 
reality. 

One broker — whose firm issued , 
strong "buy" order on the company — i 
still angered with management for under 
stating to analysts the 1991 losses on its Ut 
operations, by a factor of nearly 10. "The* 
have a history of disappointment," the bro 
ker says. Which leads Shroff to think tha 
though its underlying business may bı 
improving, Acer will have to work hard t« 
win over sceptical investors. ш Mark Cliffore 
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ILASSIFIED ADVERTISEMENTS 


Financial Services | 


Pe ium 
MAURITIUS = 


A SOPHISTICATED 
| OFFSHORE FINANCIAL CENTRE == 


Enquiries are invited from professional 
practitioners and international 
organisations interested in Mauritius's 
modern offshore company, trust апа 
insurance laws providing a Zero Tax 
regime for: 


$ M Offshore Banks 
6 Banking 


Wi Exempt Companies 
Annual Fees US$ 250 


Wi Captive Insurance BI Ship Registration 


B Access HEC and WE Asset Protection 
PTA "Trusts 


Wl Fund Management WI Freeport 


Companies 
Wi Ordinary W Secrecy and 
Companies Annual Confidentiality 
' Fees US$ 1,500 provided by Law 


B Tax Treaty Network with UK India, 
212 Germany, Malaysia, etc 

Write, fax or telephone 

Sanil Banymandhub 8 ACA MSc (Susi BSc (Бар) 
| Managing Director for a 

complimentary explanatory memorandum 
‚ огап exploratory discussion. 


INTERNATIONAL 
ұ MANAGEMENT 
› (MAURITIUS) LIMITED 
Les Cascades Building, Sth Floor, 
‚ Edith Cavell Street, 
» Port Louis, 
Republic of Mauritius 
Telephone: (230) 212 9800 
7 Facsimile: (230) 212 9833 
























Appointments : " 


for human rig hts 


Head of Media Unit 
£21,528 per annum 


We are looking for a person to do a demanding job in the public information program of the International 
Secretariat of Amnesty International in London. We need someone with extensive experience in 
managing international public relations. This middle management post is responsible for developing our 
work with the international mass media, our editoríal program and our audio-visual production. 


You will lead a team of professionals working under considerable pressure. Candidates. must be able to 
give a lot of time, energy and thought to planning and co-ordinating media initiatives involving staff and a 
network of volunteers worldwide. Planning skills, good judgement of international affairs and multicultural 
sensitivity essential. Fluent written and spoken English essential. Arabic, French or Spanish desirable. 


Please quote reference number PP-1. Closing date: 31st March 1993. 


Executive Assistant - Asia (India) 
£16,255 per annum 


Amnesty International needs an Executive Assistant to work on India in the Research Department at the: 
international Secretariat in London. 


The Executive Assistants primary responsibility is to advise and service Amnesty inten ; 
worldwide membership on human rights concerns in India. The work includes drafting back roun 
information and recommending actions on behalf of prisoners. Е 


А background knowledge of India, good English and typing and filing skills are essential. Knowledge of 
Hindi and/or another Indian language is highly desirable. Candidates must be able to work in. a team, - 
often under pressure, and to use initiative. 


Please quote job reference: RD-3. Closing date: 5th April 1993. 


amnesty Internati 
international teo 


Business Services 


working 


If you have something to say 
. . say it in the Classifieds! 



















When you need important information, 
you invariably want it fast and accurate. 
The Review Index enables rapid access 
to the most respected Asia-Pacific infor- 
mation source: The Far Eastern Economic 
Review. Everything published during the 
preceding quarter, by country, subject 
and date is detailed in the Review Index. 


“WHO W; 


This essential research tool is also avail- 







INSTANT PRINT SYSTEM | 


High profit and require no skill. 


"fron eps ice Gee Gee rigid 
М flyers, reports, business forms, etc. in choice of colour within 


the hour. * 
Avatiable n 
n English, Chinese, Arabic and Major intemationar 
“Masslerfree printing with tomorow t Есова, 
6, Jaton 514/223, 46100 Petaling Jaya, Motaysic. 
Tel : 03-7562600 Fax : 03-7572195 | 












US$43 per annum. 


able as a cumulative annual edition. End hours of needless 
: searching, Subscribe now and receive your Review Index 
“four times per year, including the cumulative annual at 

175859 per annum, or the cumulative annual alone for 











DEGREE COURSES 


Take a Masters degree in Business 
Administration (MBA) entirely at home 
anywhere in the world. Also Bachelor's, 
Masters and Doctorate programmes 
in Computer Science, Economics, 
Education, Engineering, international 
Law, Languages, Sciences, etc. 
Knightsbridge University, Dept. 
FERS, Stefansgade 22, Copenhagen 
2200, Denmark. fax: 445 31 81 58 14 















California property developers 
offer unique investment in the 
recession-proof central valley: 
Includes: light industrial lots, all 
services in and ready to build, 
$51,000; new & successful 
shopping center $3,800,000; fully 
approved residential project, 1/2 
interest, $2,400,000 buy. direct 
from owners, for complete info. 
package fax (66-53) 273487 in. 
Thailand or (408) 378-1823 in the 


A Dow Jones Publication 


































This space is reserved for 
Classified Advertisements US. 
Reservations should be 
ren For QUALITY response 
шлш ... advertise in this 
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Ву Geremie Barmé 


M ore than any other painter in China 





today, Liu Dahong is the artist lau- 

reate of the reform. The 30-year-old 
Liu's art both reflects and revels in the eco- 
nomic marvels and social dislocations, the 
political upheavals and cultural confusion 
that mark China's reform age. 

Born in 1962 in the seaside resort city of 
Qingdao, Liu grew up in an intellectual’s 
household. His father was a university lec- 
turer in classical Chinese literature who 
was branded as a "rightist" in the late 
1950s. His mother worked initially 
in the government and then in a 
factory. Liu says he was drawn to 
painting from youth, fascinated by 
the colonial architecture and scenic 
beauty of Qingdao. Even now the 
ebullience and contrasts of the city 
are reflected in some of his work. 

In the early 1980s Liu gradu- 
ated from the oil painting depart- 
ment of the Zhejiang Art Academy 
in Hangzhou, after Peking the 
most important academic centre of 
contemporary art in the country. 

Since leaving art school, Liu has 
lived and taught in Shanghai. His 
wife, Tao Hua, is a classically 
trained pop singer who in the last 
few years has frequently per- 
formed on tours in South China, and so he 
lives alone much of the year. Liu comments 
that this has strengthened his solitary na- 
ture and influenced his artistic style. 

Shanghai itself is a city that for decades 
has trailed clouds of colonial glory through 
a grimy revolutionary present. Many of 
Liu's most extraordinary works exude the 
atmosphere of this city, yesteryear's adven- 
turers' paradise and one of China's most 
intriguing carpetbagger enclaves today. 

It may not be possible to claim a post- 
modern status for Liu's work, yet there are 
certain familiar post-modern elements to 
be found here, as they have been identified 
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“Тһе Honeymoon": Mao and his pantheon. 


PROFILE 


Liu Dahong 


Artist laureate of 
China's reform 


Work of Qingdao-born painter reflects and 
revels in his countrys economic marvels and 


cultural confusion 


by the theorist Norman Denzin: the loca- 
tion of "strange, eclectic, violent, timeless 
worlds in the present," a making fun of the 
past while keeping it alive, a search for 
new ways to present the unpresentable, 
thereby breaking down the barriers that 
keep the profane out of the everyday. 

Liu claims he sees no stylistic break be- 
tween the folk art of yesteryear and the 
political art of the past 40 years. He finds 
the resources for his work in both, reject- 
ing the more subtle — and effete — rem- 
nants of literati painting. Liu is critical of 
many artists for paying excessive attention 







Y 


to China's elitist artistic tradition while ig- 
noring the riches of popular art. 

There is pastiche and parody aplenty in 
Liu's work, reflecting perhaps his view of 
politics and culture in China today. Much 
fashionable cultural iconoclasm plays with 
political symbols. In this respect Mao Ze- 
dong in particular has become a bankable 
consumer item and many artists have been 
exploiting his image in recent years. In 
Liu's work the chairman's image has been 
digested and mixed with traditional sub- 
ject matter. In Мао for all Seasons, for exam- 
ple, a set of four paintings, Mao appears to 
be striking poses during the four seasons 
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of the year attended by a range of imag 
nary and symbolic creatures. In anothe 
work Mao is lecturing the pantheon c 
Chinese revolutionary martyrs and heroe 
including the artist himself. 
L be condemned to the narrow ca 
egory of dissident art. Here we fin 
none of the stark messages of 1970s critici 
realism, or the confused exuberance of th 
early 1980s or even the angst and ennui c 
recent years. 
Even in his personal style Liu diffei 
, from his contemporaries. Man 
mainland avant-garde artists adoy 
"| the international bohemian styl 
ғ dishevelled and dirty, drunk an 
disorderly. Liu, however, is а 
punctilious in person as in hi 
work. Impeccably dressed wit 
short-cropped hair and thic 
glasses, he speaks in a quie 
slightly sardonic, tone. Those wh 
have seen him at work in his studi 
— a teacher's office in one of th 
main buildings of the East Chin 
Normal University — are im 
pressed by the fact that a ma 
dressed more for the bank or a br 
ker's office produces such phanta: 
magorical visions and finishes th 
day as spotless as when he starte 
Liu's paintings are the product of a 
age of unprecedented prosperity, even о: 
tentation, in China. Born of the art acac 
emy and teaching in Shanghai, Li 
Dahong remains virtually unknown i 
China outside art circles. Few of his work 
have been exhibited and only a coup 
have been reproduced in print. Moreove 
his reputation is mostly limited to Shan; 
hai — the Peking art scene is jealous ‹ 
outsiders who will not take up residenc 
But nowhere else in contemporary Ch 
nese painting is there such a rich, ente 
taining and unsettling limning of the stai 
of the state today. 


iu’s paintings should not, howeve 
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Fly JALs First or Executive Class 
and get a free seat. 





There's a seat waiting for you in four of Narita's most spacious new lounges. 


The New Tokyo International Airport Terminal 2 is home 
to JAUs two new Sakura (First) and two Executive Class 
lounges. The only lounges with more space and more seats 
for you to enjoy before, during or after your trip. 

Relax in an atmosphere designed to provide you with 
total comfort and service. Sit back and put your feet up in our 
special relaxation areas. Try a light snack from our coffee 


bar. There are libraries. Audiovisual rooms*. Even business 
centres so you can stay in touch with the rest of the world 
before you fly away from it. 

It's a world of comfort that is second nature to us. But 
might be new to you. 

JAL’s new Sakura and Executive Class lounges. The 
best seats in the house don't come cheap. They come free. 


JAL 


Japan Airlines 


A WORLD 


"Libraries and audiovisual rooms are only available at the Sakura lounges 


COMFORT. 


1992 Amoco Chemicals 





going back to the basics. Looking at different chemical 
approaches often opens up new avenues of approach. 


HOW BRIGHT NEW raeas 
PRODUCT IDEAS «о 
GET THEIR START. 5: 


needs. Amoco Chemicals is well known for being the 
world’s largest producer of PTA (purified terephthalic 
acid), the basic building block for polyester. We also 
supply a wide variety of other chemical materials, such as: 
Isophthalic acid, used to make many polyester resins. 
Trimellitic anhydride, for making water-soluble paints and 
coatings as well as plasticizers. Polybutene — a viscous 
material used widely in caulks and sealants. A wide vari 

of high-performance engineering resins. And polypro- 
pylene carpet backing, as well. 

If your company is in such industries as 
textiles, recreational equipment, packaging, electrical 
and electronics, automotive and transportation, 
or construction and home building, we may have just 
the ideas and products you've been looking for. 

To learn more about us, write Amoco Chemicals 
Far East Limited, Marketing Department, 16th Floor, 
Great Eagle.Centre, 23 Harbour Road, Wanchai, Hong 
Kong. Telephone: (852) 586-8899. Fax: (852) 827-6810. 


=> 


Amoco Chemicals 


The chemistry right at Amoco.. 





Feel the 
Grand 


Hyatt 


Hong Kong. 


Celebrated 
harbour views 
that command 


all attention. 


Elevated ceilings 
that lift you 


to new eights 


Restaurants 
that inspire 
your finest 


performance. 


Impec cable service 


without drama. 


Feel the 


Hyatt Touch. 
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The Right Balance. 





=g 
Resources alone do not determine | 





which bank can best meet your 
needs. Financial strength must be 
matched by strength of character. 
At Bank of America, we strive to 
strike the right balance, with global 
financial services delivered by people 
committed to helping you achieve 


your long-term objectives. 


The Golden Gate Bridge, B 


photographed by Morley Baer. Bank of Amer ica 





LETTERS 





Executive privilege 

The government's attempt to deprive the 
hereditary rulers of their legal immunity 
from prosecution for criminal and civil of- 
fences has nothing to do with democracy 
[Democracy games, COVER STORY, 11 Feb.]. 
In fact, a hereditary monarchy and demo- 
cracy are a contradiction in terms. 

The question at issue is not whether de- 
mocracy in Malaysia is in danger but 
whether some of the blatant extravagances 
and excesses of some of the privileged 
ought to be curbed. You seem to see in this 
an attempt by the prime minister to en- 
hance his executive power at the expense 











of institutional checks and balances. Al- 
though you raise the fear of increasing au- 
thoritarian rule you forget that the ultimate 
check on the abuse of power is with the 
people and not with their hereditary rul- 
ers. 

Democracy is not in danger in Malay- 
sia. Far from it. That this particular article 
— quite provocative at times — is allowed 
to be circulated and read in this country is 
a measure of the maturity and self-confi- 
dence that a democratic Malaysian society 
has attained. 

LEE JONG КІ 
Penang 
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Logging in 

I understand the point that Djamester A. 
Simarmata [Logging for clean air, THE 5TH 
COLUMN, 4 Feb.] is trying to make only too 
well. But it fails on two counts. 

Most of the timber extracted from tropi- 
cal forests ends up used for short-term pur- 
poses: plywood for shuttering, lumber for 
pallets and packing cases, paper and the 
like. Much of its gets burnt within months 
of being produced, releasing carbon diox- 
ide. Only a small proportion is used in such 
a way that it will remain as wood, locking 
up carbon for long periods of times. 

Second, a "steady state" forest is a res- 
ervoir of locked-up carbon. If it is de- 
stroyed during the process of logging and 
nothing is replanted in its place, it is no 
better than the mining of coal for fuel inso- 
far as the release of carbon is concerned. 
Further, in the logging of natural forests, 
much of what is not extracted (the crowns 
of the felled trees or the shattered remnants 
of the understorey trees) either rots or is 
burnt by the cultivators who come later. 

I would agree that the discouragement 
of the use of all tropical timber products is 
not the answer, though I have some sym- 
pathy with those who would discourage 
the extensive logging of relatively unspoilt 
natural forests. The prompt regeneration or 
re-afforestation of all logged-out forest land 
not required for other purposes is the an- 
swer. Were all the wood products currently 
on the world's markets derived from land 
so rehabilitated then at least the release of 
carbon dioxide from this consumption 
would be roughly balanced by the uptake 
of it by the new plantings. No one could 
sensibly take exception to that. The objec- 
tive therefore should be to establish a cycle 
in which consumption is equalled by re- 
placement in perpetuity. 

JOHN M. MORRIS 
Sussex 
Britain 


WHY THE HILTONS 
STAY AT RENAISSANCE. 


"As business travellers for thirty years, 
we've found Renaissance Hotels to rank 
among the best. The service and the 
facilities stand out. Also, the employees 
are very pleasant and the atmosphere is 
very relaxing. Renaissance will certainly 
be our future hotel of choice on trips." 
Bruce and Carmen Hilton from North Carolina, after a stay 
at the Vancouver Renaissance Hotel 
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Djamester Simarmata seems to thin 
REVIEW readers have brains of pulp. H 
presents us with the old logger's yarn th: 
we ought to clear the remaining virgin fo 
ests to allow young trees to take up th 
excess carbon in the atmosphere. He hope 
that we miss the forest for the trees an 
forget its vital role as habitat for untol 
species, including humans, which canne 
be preserved under conventionally cost-e 
fective or market-based "foreign managt 
ment” techniques. 

Besides, much of cut timber does nc 
wind up as the “carbon prisons” of durabl 
wood products. Rather they end up as th 
disposable and soon-to-be incinerate 
items, such as construction forms, comi 
strips, or the very page this essay was prin 
ed on. The notion of replacing old-growt 
forests with sterile saplings is a prett 
wooden joke, given that drastic improve 
ments in our hugely inefficient energy us 
are long overdue, both to slow down th 
carbon release rate from fossil fuels and t 
keep the lid on the nuclear Pandora’s box 

PETER DROEG 
University of Toky 
Toyk 


Nothing to crow about 
What is this "Rooster"? In plain Englist 
this is the "Year of the Cock." What һар 
pened? 
E. W. S. ROBINSO 
Southampto 
Britai 





The REVIEW welcomes letters to the editor. Lel 
ters may be mailed to the Editor, Far Easter. 
Economic Review, СРО Box 160, Hongkong 
They may also be faxed to (852) 503-1530. Let 
ters must include the writer's name апа ай 
dress. All letters are subject to editing for lengt; 
and clarity. 
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EDITORIAL 


Advance Australia Fair 





Mix one part Asia, one part Europe | 


federal election in Australia, the Liberal-National 


opposition looks as though it finally has the Labor | 


ith just over a week to go before the 13 March | assets remain its 


f 


government on the ropes. That should not be too surpris- 
ing. Although Paul Keating has been prime minister for 
only about a year, he was for years the treasurer in a Labor | 
government that has held power for almost a decade and | 
now finds itself in the thick of a recession. Almost one mil- | 


lion Australians — out of a population of 17 million — are 
out of work. The wonder is not that Labor finds itself in 
trouble. The wonder is Labor is even in the race. 

- This may have something to do with a campaign debate 
that has muddied rather than clarified the issues. Mr 
Keating, when not busy attacking challenger John Hewson 
as а Thatcherite clone, has argued that the country must 
sever its ties with Britain and become a republic if it is to 
participate in the Asian economic boom. Cynics naturally 
see in the raising of this issue now an attempt to deflect the 
public's attention from Australia's anaemic economy. What- 
ever the reason, Australia's role in Asia will certainly re- 

` main an issue well past this election. 


kets and especially Asian labour (the first plank in the origi- 
nal Labor platform was "White Australia"). Today, how- 
ever, Australians have paid for this insulation as they watch 
many of their once-poor neighbours surpass them. With 
roughly the same population — and only a fraction of the 


political inheritance and the energy and 
skills of its people, especially its immigrants. As the newly 
elected prime minister surveys the economic landscape, he 
will do well to replace a system that envies the economic 


success of Asian neighbours with one that begins to emu- 
India's new, convertible rupee 

| mature. Only a few weeks ago the destruction of the 

authority and put market reform in jeopardy. But then came: | 


late them. п 

t looks as though reports of Prime Minister P. V. Nara- 
mosque at Ayodhya by militant Hindus together with the 
the budget announcement from Finance Minister 


Money Talks 
shimha Rao's political demise might have been pre- 
subsequent riots and sectarian strife had weakened Mr Rao's 
Manmohan Singh, which made clear that not only would 


| these reforms continue, they would be accelerated. The most. 

Asia or Europe? The choice is not nearly so contentious | 
or as real as politicians would have it. Once it might have | 
been possible for Australia to wall itself off from Asian mar- | 
_ have used an artificially valued rupee to subsidise imports 





radical and most overdue was the announcement of a fully ` 
convertible rupee for trade. 
Past Indian governments, as Mr Singh told parliament, 


at the expense of exports. Not surprisingly, the Indian || 
economy has paid a price for this form of protection in | 


| terms of fat and inefficient domestic enterprises and an un- 


_ attractive climate for foreign investors. Indeed, perhaps the | 


land and resources — Taiwan, for example, has built itself | 
| the country can least afford: the exodus of a talented and 
_ educated people to parts of the world where their enterprise 


into a competitive world trading power while Australia has 
allowed itself to slip further and further behind. 


But if geography and economics have conspired to show | e al | 
| the 20 million overseas Indians have accumulated US$100 
idea that the country needs to sever its ties with the West to | 
make itself more attractive to Asia does not stand up to | 
| new tariff rate of 8596 represents a vast improvement over 


where the path to Australia's future prosperity runs, the 


serious scrutiny. For one thing, the West has given Australia 


2 its free polity. And it is precisely this inheritance that has | 


; made Australia so attractive to the tens of thousands of 


_ Asian immigrants who have voted with their feet for Aus- | 


7 tralia's rule of law, democratic system of government and 


` to be severed, they have to do with the protectionism and 
Eurostatism so vividly illustrated in Australia's high income- 
tax rates, centralised wage system and government inter- 
cventionism. 

Mr Hewson says he would like to remove some of these 
disincentives by lowering tax rates and tariffs and 
_ deregulating the labour market — though at the cost of 
. adding a 15% general goods and services tax. Whichever 

party emerges victorious, the Lucky. Country's greatest 








only Indian export that such barriers promoted was the one 


and creativity are allowed to flourish. In real estate alone, | _ 


billion worth of investments. 21 
Clearly India is moving in the right direction. But whilea | 


the 150% rate that prevailed until the first cut a year ago, | 
and the new short-term capital gains tax for foreigners has 
been reduced from 65% to 30%, there is still little chance of 


f ‚ the Indian economy's being confused with the free-trade 
< the stability and liberties they too often have lacked in their | 
native countries. If there are ties to the Old World that need | 


regimes of Hongkong and Singapore. 
But no one should miss the larger point of the Rao 


| government's decision to float the currency, which is an- 


other important reminder that an increasingly global 
economy mearis no country can be an island. “I have used 
this budget . . . to put economic and social development 
back on the national agenda," says Mr Singh. "This is the 
only way to show the world that India is a nation on the 
move." If even India, with a sixth of the world's population, 
can no longer close itself off from the virtues of competition, 
who can? " 
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"If my Rolex hadn't been 
reliable, I'd be dead. It's as simple 
as that? So said explorer Robert 
Swan about the timepiece that 
helped him navigate to the 
South Pole. As Swans fellow 
adventurer Janusz Kurbiel notes: 
"When you can't rely on external 
time checks, a watch becomes 
one of the basic instruments of 
survival" 

Part of what makes a Rolex 
7 ў so dependable 
is the design 





of its rugged 
case, which is sculpted from a 
solid block of metal, using as 
much as sixty tons of pressure. 

Such force is necessary 


because what is being produced 


beats a movement that has 





taken a year to make, from the 
.— first operation on the first tiny part 


through to its painstaking final assembly by 


our craftsmen in Geneva. 


The movement is further pro- 





tected by the Twinlock winding 
This 


screws down on to the Oyster case, closing as 


crown. ingenious device 
securely as the hatch of a submarine. 

As each timepiece is being assembled, every 
single part will have been tested, inspected, and 
cleaned ultrasonically over and over again. 


Then, once the Rolex movement is complete 





= 





Why explorers are willing 


to stake their lives on a Rolex. 


resistance to water pressure. 

The extraordinary process that goes into 
making a Rolex Oyster helps explain why it has 
accompanied explorers to the heights of Everest 


and the depths of the Pacific. While there are 


many timepieces people count on for the time, 


thereis butone they trust with their lives. W 





Rolex Oyster Perpetual Date GMT-Master in stainless steel with matching Oyster bracelet. 
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COVER STORY 
| n one fell swoop, India's beleaguered 








ruling Congress party has put the 
opposition on the defensive and breathed 
new life into economic reforms. Finance 
Minister Manmohan Singh's bold budget 
proposals lifted the pall of political gloom 
cast by religious riots and focused the 
national agenda on economic growth, 
report correspondents Hamish McDonald 
and Jayanta Sarkar. Making the currency 
convertible will help bring India into the 
mainstream of global trading. Page 16. 
Cover illustration by Morgan Chua 
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Januar y 1993. This announcement appears as a matter of record only. 





SAN MIGUEL BREWING 
INTERNATIONAL LIMITED 


a subsidiary of 


SAN MIGUEL CORPORATION 


has, through its affiliate, 
acquired 49% of the share capital of 


Р.Т. DELTA DJAKARTA of Indonesia 


The undersigned acted as financial advisors to 


San Miguel in this transaction 





«ЕЕ 4 


PT. Peregrine Sewu Securities Peregrine Capital Limited —< 
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INTELLIGENCE 


Cultural Clashes 
Chinese troops prevented a revenge 


| raid on Tibetans living in Gansu province 


by thousands of Hui, or ethnic Han Mus- 
lims, from neighbouring Ningxia, travellers 


| report. The raid was in retaliation for a 











brawl on 17 February in the town of Xiahe 


some personnel changes at the conference 
in an attempt to show it is serious about 


| weeding out corrupt and incompetent 


in the Gannan Tibetan autonomous prefec- | 
ture that left scores of Muslims’ injured. | 


Although the two communities have lived 


of Tibetan settlements in western China, | 
the latest trouble flared after Muslims built | 


a mosque next to Xiahe’s famed Labrang 
monastery and disrupted prayers with the 


amplified call of the muzzein. Similar fric- | 


| tion has been reported in parts of Sichuan 


and in Henan autonomous county, Qing- 


hai, home to a population of Tibetanised | 


Mongols. Muslim migration has been on 


the rise in western China, and Tibetan ac- | 


tivists suspect a government plot to pit eth- 
nic minorities against each other. 


Action Man 


Taiwan’s Council on Economic Plan- 
ning and Development (CEPD) is expected 
to once again become an active centre of 
policymaking under the new leadership of 
Vincent Siew, a former economics minister. 
Siew is respected in the business commu- 


| nity for his liberal views on financial re- 


form and support for privatising such state- 
run companies as the Chinese Petroleum 
Corp. His skills in coordinating policy 
should also restore the CEPD’s reputation 
after the council slipped into a passive role 
under its previous head, Shirley Kuo. 


Word Play 


During negotiations ahead of French 


President Francois Mitterrand's visit to | s 
| minister should Watanabe be forced to re- 


Vietnam last month, officials in Paris were 
promised by their counterparts in Hanoi 
that his speeches would be broadcast in 
full. During the visit, however, passages in 
Mitterrand's speech calling for democracy 
and respect for human rights were not car- 
ried by the official media. Following strong 
French protests against this breach of pro- 
tocol, Hanoi Radio finally broadcast the full 
text nearly two weeks after the visit. 


Interim Report 


The Vietnamese Communist Party is 
preparing to hold a mid-term conference 
later this year to evaluate developments 
since its last congress in June 1991, which 
decided to continue economic liberalisation 
while keeping the reins on political reform. 
However, the party is expected to make 
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members. Party chief Do Muoi is widely 
expected to retain his post, even though it 
is frequently rumoured that he will step 
down before the next party congress, now 
scheduled for 1996. 


| Health Warning 


harmoniously in Gansu and other pockets | 


Japanese Foreign Minister Michio Wata- 
nabe's sudden readmission to hospital last 
month raised new questions about the 
health of the politician tipped to become 
the country's next prime minister. Now 
Watanabe's political health has come un- 
der attack as a former ally challenges him 
for leadership of the fourth largest faction 
in the ruling Liberal Democratic Party 
(LDP). Associates of former prime minister 
Yasuhiro Nakasone appear to be the 
sources of recent rumours that Watanabe's 


< 
б 
ra 
ДЕ 
A 
19 
© 
$ 
^ 
v 





Watanabe 


political career will be over by September, 
and are already claiming support from 
two-thirds of the faction's membership. 
Meanwhile, diplomat Nobuo Matsunaga, 
69, is likely to be selected as acting foreign 


sign for health reasons. A decision on 


| Watanabe's future is expected soon, as the 


foreign minister will be required to handle 
preparations for the G7 summit scheduled 
for Tokyo in July. 


Sky Eye 

Bangkok has signed a US$680 million 
order to buy three US-made Grumman 
E2C early warning and control aircraft for 
patrolling the Gulf of Thailand and the 
Andaman Sea. Depending on the type of 
radar fitted, an E2C can identify and track 
other aircraft some 550 kilometres away. 
The deal will make Thailand the second 
Asean country to acquire the propeller- 
driven E2C after Singapore, which oper- 
ates four of the aircraft. 
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NORTH KOREA 


The last bunker 


Pyongyang’s refusal to comply with a UN call to open its nuclear 
facilities for comprehensive inspection threatens to increase the 


country’s siege mentality. 


By Shim Jae Hoon in Seoul 


n Pyongyang they have said it with 

flowers — some 2.16 million of them. 

Last month, the North Korean regime 

assembled that staggering number of 
roses and various other flowers to mark 
the 51st birthday of President Kim П Sung’s 
son, Kim Jong Il. 

But the pomp surrounding “Dear Lead- 
er's" birthday, as Kim's son and heir ap- 
parent is mandatorily referred to in the 
North Korean media, has failed to lift the 
gloom that now covers the country. A 
debt-ridden and isolated North Korea is 
not only facing a steep decline in its ex- 
ports and standard of living, but is also on 
a collision course with the UN over its clan- 
destine nuclear weapons programme. 

According to diplomatic sources, the 
North Koreans had hoped to cap Kim Jong 
Il's birthday ceremonies with him making 
a state visit to China. Although he has 


10 


made unannounced visits to China before, 
the trip planned in early March was in- 
tended to serve as Peking's formal recogni- 
tion of Kim Jong Ill as his father's heir ap- 
parent. However, diplomats say the visit 
was cancelled when Peking refused to ac- 
cord the younger Kim the protocol status 
of a head of state. 

The Chinese, made wary by their own 
recent experience of personality cults, have 
been markedly reluctant to demonstrate 
any public enthusiasm for either the 
dynastic succession or the "Dear Leader" 
fetish. If these reports are confirmed, they 
would constitute a serious rebuff by North 
Korea's only important foreign friend. 

Relations with China have cooled in re- 
cent years as Peking has unsuccessfully 
sought to persuade Kim to introduce mar- 
ket reforms and soften the North's often 
maniacally offensive foreign policy pos- 
ture. Further, both China and Russia, 
North Korea's principal trading partners, 
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now insist on being paid in hard currency 
for their exports. 

Because of its record of defaulting or 
foreign debt repayments — South Korear 
data puts the amount at about US$6.7 bil 
lion since the late 1980s — North Korea i: 
barely capable of raising any hard cur 
rency. This problem has been compoundec 
by a sharp fall in the country's externa 
trade to about US$1 billion in 1992 fron 
US$1.85 billion in 1990, according to som 
estimates. Overall, Japanese sources believ: 
the North Korean economy contracted by 
5% in 1992 — its fourth consecutive year o 
decline. 

However, the diplomatic setback witl 
China and burgeoning economic problem 
are likely to prove less troublesome thar 
North Korea’s mounting troubles with thi 
International Atomic Energy Agenc) 
(IAEA). An IAEA resolution adopted las 
month reportedly gave Pyongyang on 
month to decide whether it would allow i 
series of special inspections of its nuclea 
facilities or face the issue moving to thi 
UN Security Council. 

A special inspection is defined as an in 
vestigation of nuclear facilities chosen Б’ 
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the Vienna-based IAEA, rather than опе 
covering only those approved by the target 
country. The resolution comes in the wake 
of assertions by officials in the US and 
South Korea that North Korea is on the 
verge of a breakthrough in the production 
of nuclear weapons. 

In testimony before the US Senate on 24 
February, CIA director James Woolsey de- 
clared that North Korea already possessed 
enough material to produce a single nu- 
clear bomb. He also cited intelligence re- 
ports which indicate that the North has 
produced weapons-grade material and de- 
veloped a 1,000-kilometre range missiles 
capable of delivering an atomic bomb. 

This view is shared by senior South 
Korean officials dealing with Pyongyang. 
Choi Young Choul, former deputy premier 
responsible for national unification, said 
last month that North Korea was just one 
or two years away from producing a bomb. 

North Korea's faceoff with the IAEA is 
now approaching a climax. The UN nu- 
clear regulatory agency cites "significant 
inconsistencies" between samples and 
measurements taken by its inspectors and 
reports submitted by the North. The 24 
February resolution asking for a special in- 
spection was the first such action taken in 
the IAEA's 36-year history. 

A top priority item in the IAEA inven- 
tory of investigation is the Soviet-designed 
5 MW experimental reactor in Yongbyon, 
whose fuel rods South Korean and West- 
ern experts believe have been reloaded 
several times, contrary to North Korea's as- 
sertions that they have never been re- 
placed. Replacement of used or “dam- 
iged" rods makes it possible to extract 
weapons-grade plutonium from them. 

The IAEA particularly wants to investi- 
zate two nuclear waste treatment sites near 
Yongbyon to help determine how much 
»lutonium the North produces. They were 
mitted from the North Korean report, and 
AEA inspectors have been barred from 
hese sites. Of particular interest to South 
Corean experts is the sprawling radio- 
'hemical laboratory now being expanded 
n Yongbyon where plutonium can be re- 
"rocessed. South Korean officials are also 
uspicious of North Korea's failure to in- 
lude details on the isotope laboratory and 
( connected facility for producing nuclear 
uel rods. 

As officials in Seoul learn more about 
hese facilities and their implications, they 

re becoming more convinced of Pyong- 
'ang's resolve to acquire a nuclear option. 
ее Chang Choon, a former South Korean 
iovernor of the IAEA, is convinced that 
vhen North Korea completes construction 
f two other reactors — a 50 MW unit in 
'ongbyon and a 200 MW unit in Taechon 
— in 1996, they could together yield up to 
60 kilogrammes of weapons-grade pluto- 
ium year. 

South Korea is determined to stop the 
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North from acquiring such a stockpile. One 
of its fears is that a North Korean nuclear 
capability could force Japan to seek a nu- 
clear option. 

Lee told the REVIEW that Pyongyang’s 
strategic aim is to build “a ‘nuclear wall’ 
between North and South Korea to keep 
the peninsula divided forever and shut off 
the North from changes taking place in the 
rest of the world." 

North Korea, unsurprisingly, denies 
these charges. On 21 February, Pyong- 
yang's Atomic Energy Ministry described 
the IAEA's claims of inconsistency as “mis- 
takes stemming from hasty conclusion 
taken from examination of inspection re- 
sults disregarding our unique facility op- 
eration and research activities" The two 
nuclear waste treatment sites were de- 
scribed as “military facilities unrelated to 
nuclear activities and therefore unobligated 
to [IAEA] inspection." 

North Korean embassies from Russia to 
Cuba are issuing statements denouncing 
the US and South Korea for trying to pry 





Kim Il Sung and China's Jiang Zemin in happier days. 


open military facilities. The official commu- 
nist party organ, Rodong Shinmun, in a com- 
mentary of 21 February entitled "Let's Not 
Become Victim of Big Powers" issued this 
warning: "If our sacred territory is in- 
fringed on by the Big Powers in order to 
force us to accept [IAEA] inspections or 
[UN] sanctions, it could ignite the fuse of 
war engulfing both the North and South." 

This emotional rhetoric suggests Kim is 
unlikely to accept unrestricted access by 
the IAEA. Instead, the current impasse may 
raise the possibility, many South Korean 
analysts believe, of Pyongyang agreeing to 
a bilateral nuclear inspection with Seoul as 
provided in the denuclearisation treaty 
signed last year. Reaching an agreement 
with Seoul would not only save Pyong- 
yang's face, but also give North Korea the 
chance to inspect military facilities in the 
South. 

Opting for this course would spare the 
North from being treated like Iraq which 
was finally forced to concede total freedom 
of movement to an inspection team 
appointed by the UN Security Council. 
Pyongyang could hardly accept such a hu- 
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miliating offer after the many diplomatic 
setbacks his regime has suffered since the 
1991 opening of relations between Moscow 
and Seoul. ; 

The question of whether the North re- 
sponds to a negotiated settlement of the 
nuclear issue now largely depends on the 
new government in the South. 

However, the North Korean leadership 
will probably take little comfort from the 
fact that academics with a detailed knowl- 
edge of how Kim's system operates have 
been appointed as foreign minister and 
deputy premier in charge of reunification 
affairs. 

Unlike former president Roh Tae Woo, 
who wanted a publicity-driven summit 
with Kim to mark the start of reconcilia- 
tion between the two sides, his successor 
Kim Young Sam says he will eschew any 
hasty approach to Pyongyang in the ab- 
sence of progress on other matters, such as 
human rights in the North. In his campaign 
speeches, Kim also emphasised the need 
for tackling “real” issues, such as commu- 
nications and travel between the 
two countries. 

While the new South Korean 
Government may take a more 
pragmatic line with the North 
than the previous administration, 
opinions are divided as to how it 
will deal with the prospect of 
Pyongyang being armed with nu- 
clear weapons. Hardliners — 
mainly security and defence- 
related departments — advocate 
"aggressive" measures, including 
the suspension of trade with the 
North. They believe in forcing 
Pyongyang to face international 
condemnation, citing the example 
of post-Gulf War Iraq. 

Under Roh, moderates were mostly 
found among bureaucrats in the Foreign 
Ministry and the presidential Blue House. 
They supported using increased trade with 
Pyongyang to ease the North's economic 
problems in the hope this would soften — 
or erode — Kim's hardline position. 

Both groups, however, have worked to 
bring international pressure to bear on 
North Korea at the IAEA and other UN fora. 
"The [nuclear] threat is primarily directed 
at us, and therefore we should deal with it 
more actively", the new Foreign Minister 
Han Sung Joo has said. 

One result of this is Seoul's close coop- 
eration with Moscow in an effort to put 
pressure on Pyongyang. As part of Mos- 
cow's new policy towards the two Koreas 
Russian Vice-Foreign Minister George 
Kunadze proposed during a recent visit to 
Pyongyang that the two countries should 
revise the 1961 Soviet-North Korean treaty 
of friendship and mutual assistance. In its 
present form the treaty commits Moscow 
automatically to aid Pyongyang in the 
event of war on the Korean peninsula. ш 
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SOUTH KOREA 


The outs are in 


Kim Young Sam appoints a new look cabinet 


By Shim Jae Hoon in Seoul 


oadblocks that for decades barri- 
В caded streets leading to the Blue 

House have been removed or 
pushed back. People who used to walk 
past the presidential residence only under 
the watchful eye of stern looking police- 
men now do so without having to show 
identification papers. And newspapers that 
used to publish sombre looking photos of 
the country's leaders have begun to cover 
their front pages with pictures of Kim 
Young Sam laughing or sharing a bowl of 
hot noodles with cabinet members. 

This is the Korea that candidate Kim 
promised to bring forth if elected to lead 
South Korea to the cusp of the 21st 
century. In his 20-minute inaugu- 
ral address on 25 February, Kim, 
now president, showed no signs 
of letting up. 

His voice shaking with emo- 
tion as he addressed 30,000 peo- 
ple in front of the National As- 
sembly building on a cold windy 
morning, the former dissident 
proclaimed the birth of “а new 
Korea that will be a freer and 
more mature democracy." Saying 
^we have awaited this moment 
for 30 long years," he further 
promised an administration un- 
der which “justice will flow 
like a river," and in which cor- 
ruption, the economy and disci- 
pline in government will be top priorities. 

To show he means business, Kim, 65, 
took the unusual step of disclosing his net 
worth including the value of his properties 
as well as the savings held by both his fam- 
ily and his married children. The total came 
to Won 1.77 billion (US$2.2 million), a rela- 
tively modest amount given the vast for- 
tunes typically amassed by big politicians 
in South Korea. 

After his inaugural speech, Kim contin- 
ued on the warpath. For those who 
doubted his words, the president re-em- 
phasised his dedication to political, social 
and economic reform when he unveiled his 
cabinet on 26 February. His new team pre- 
sented some significant departures from 
past administrations. 

For one, three women were appointed 
to the posts of Environmental Affairs 
(Hwang San Sung), Women's Affairs 
(Kwon Yong Ja) and Health and Social Af- 
fairs (Park Yang Shil). Not only do they 
comprise the largest female contingent in 
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the government to date, but some, such as 
Kwon, are former dissidents who led street 
marches for democracy. 

In a move designed to heal the wounds 
of regionalism that have long plagued 
South Korea, Kim also allotted six out of a 
total of 24 cabinet portfolios to people from 
the rice-farming region of Cholla. He 
named North Cholla native Hwang In 
Sung, a former general and businessman, 
to the post of prime minister, and tapped 
Oh Byung Moon to head the Education 
Ministry. The former president of 
Chonnam National University, Oh was 
once interrogated for several days for his 
role in the 1980 civil uprising in South 
Cholla against military rule. Although he 
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Kim picks Hwang as premier to calm regional tensions. 


was never charged in the incident, he was 
ultimately suspended from the university 
for three years. 

Kim further brought five professors into 
the government. They include: Han Wan 
Sang, a Seoul National University sociolo- 
gist, who was appointed a deputy premier 
in charge of national unification affairs; 
Korea University political scientist Han 
Sung Joo who was selected foreign minis- 
ter, and; Kim Deok of the Hankuk Univer- 
sity of Foreign Studies who was named 
director of the Agency of National Security 
Planning (NsP). Missing from the cabinet 
were bureaucrats or politicians who work- 
ed for previous administrations. 

In excluding former government offi- 
cials, some critics say Kim runs the risk of 
creating a wobbly government that rests 
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on rhetoric rather than substance. "It is : 
cabinet striking for [its] lack of administra 
tors,” said the independent Joongang Ilb 
newspaper in a 26 February afternoor 
commentary. Indeed, Foreign Ministry anc 
National Unification Board officials ap 
peared downcast by what they saw a: 
amateur policymakers from academia tak 
ing up top sensitive jobs. 

The arrival of Kim Deok as head of th 
controversial хөр, the country's largest anc 
most feared intelligence organisation 
caused particular consternation given thi 
agency’s gargantuan task of depoliticisins 
itself and dismantling its repression mecha 
nism. 

But Kim Deok’s first move showed tht 
government's resolve. On his second day 
in office he recalled NsP agents operating 
inside social, political or economic organi 
sations and ordered them to keep strictly 
to their legally defined activities. 

However unpopular the president's ap 
pointments may be with former bureau 
crats unable to find jobs in his administra 
tion, his reform drive seems to have thi 
backing of the public. Variou: 
opinion polls show he has a1 
unusually high approval rating o 
over 70%. 

That said, many analysts be 
lieve that the cabinet lacks a fo 
cus, especially in the area of over 
all economic policy-making. The 
point to the posts of finance, tradi 
and economic planning all o 
which appear to be in the hand: 
of people not known for holdin, 
strong views. This, the analyst 
say, makes those ministers sus 
ceptible to manipulation by sen 
ior aides or secretaries at the Blu 
House who report directly to th 
president. 

Reaction from the conservativ 
military establishment was also muted 
with retired army generals preferring fo 
the moment to say nothing in public. Thei 
main concern seems to be the characterisa 
tion of the new regime as a "first civilia: 
government” since 1961. Some military ol 
ficials point out that like his predecessor 
Kim, too, rose to power through a part 
initially shaped by army leaders. 

Kim's most vocal opposition, howeve 
has come from Democratic Party (DP). Sti 
angry over vicious mudslinging during th 
campaign, the DP not only boycotted th 
inaugural ceremony, but stayed away fror 
the National Assembly session that er 
dorsed Kim's appointments as well. 

Although the DP holds only 95 of th 
297 seats in the legislature, Kim might бги 
that even that minority is enough to dis 
rupt his legislative agenda. If so, the nev 
president may discover that the roadblock 
he ordered removed from the entrances t 
the Blue House may have found a ne 
home — the National Assembly. 
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JAPAN 


Giving it back 


Declining economy sparks debate on tax cuts 





By Louise do Rosario in Tokyo 


Japanese businessman likens it to a 
А quick cure for cancer, but officials at 

the ultra-conservative Ministry of 
Finance (MoF) think that a big enough dose 
would make the county's sick economy 
even sicker. Whoever is right, the debate 
on. whether or not Japan should try to 
boost demand by cutting taxes seems to be 
heading for a climax, with the case for ac- 
tion looking stronger as the public becomes 
steadily more nervous about the economy. 

The MoF has argued that tax cuts are 
not desirable because financing them will 
create a heavy fiscal burden. Politicians, 
with an eye to the general election likely to 
be held later this year, say tax cuts are 
needed to prevent the recession from deep- 
ening and to show outsiders that Japan is 
doing its part to help the global economy. 
Businessmen agree. 

The tax-cut debate began late last year 
but has become more intense as the 
economy deteriorated. A Y10.7 trillion 
(US$91 billion) economic stimulus package 
announced in August 1992 generated a 
short-lived optimistic mood, but since then 
there has been more bad news. 

On 22 February, the yen hit a record 
ugh of ¥116.85 against the US dollar in a 
lramatic 1.9% single-day jump that will 
nake life even more difficult for recession- 
ut exporters. The next day, three big Japa- 
\еѕе companies, Matsushita Electric, NTT 
ind Nissan Motor, announced job cuts of 
wer 35,000 stretching over the next three 
rears. The ruling Liberal Democratic Party 
LDP) immediately responded with a 
lecision to start work on a fiscal 
хаскаре that may include tax cuts 





tives at MoF, but some bureaucrats still 
hope that the politicians will fall out among 
themselves. "There are those among the so- 
cialists and the LDP who think seriously 
and understand it's not good to leave fu- 
ture generations to pay off debts borrowed 
for consumption today," said a MoF divi- 
sion chief who does not wish to be identi- 
fied. 

The most ambitious tax concession be- 
ing mooted by politicians is a direct cut in 
income tax cut of up to Y4-5 trillion, or up 
to ¥100,000 for a family of four. One idea is 
to provide such rebates by this summer, to 
make up for any cut in the mid-year bo- 
nuses paid to company employees. The 
МОЕ has argued that such rebates will be 
saved, rather than consumed, doing little 
to stimulate consumption. 

Somewhat more cautious than the idea 
of a big cut in income tax is the notion of 
raising the ceiling for tax exemption on 
housing loans. The current provision offers 
exemption of up to Y250,000 a year for a 
maximum of six years. Some LDP politi- 
cians appear to be leaning to this more 
moderate option which will involve a 
much smaller amount of money. 

In a recent television talk show, Hiroshi 
Mitsuzuka, the leader of a major intra- 
party LDP faction, said there is a need to 
help company employees burdened by ex- 
pensive housing loans. Mitsuzuka heads a 
special LDP taskforce set up in January this 
year to look into the economy and is ex- 
pected to deliver his findings by the end of 
this month. 

Economists have argued that cuts in in- 
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come tax should be made as part of an 
ongoing attempt to revamp the entire tax 
system so as to reduce dependence on di- 
rect taxation and lower the extremely high 
rates applied to incomes of ¥20 million and 
over. A rise in the consumption tax to ac- 
company an income tax cut would help to 
reduce the bias towards direct taxation 
notes Jesper Koll, chief economist at S. G. 
Warburg Securities, but higher consump- 
tion taxes would be extremely difficult to 
justify in the middle of a recession. 

The easiest way to pay for an income 
tax cut would be for the government to 
issue deficit-covering bonds, but this is also 
the method to which bureaucrats are most 
rigidly opposed. The MoF “will resist to 
the end" going into heavy debt again, notes 
one source, because the ministry has 
fought for a decade to bring the budget out 
of the red. In a rare public statement, 
Mamoru Ozaki, a MoF vice-minister, said 
on 22 February: "It's regrettable that [peo- 
ple] made comments that pay no attention 
to fiscal discipline and the future of our 
country." 

The MoF has good reason to be con- 
cerned about the health of Japan's public 
finances, notes Koll. From a surplus two 
years ago, Japan has drifted into a 
position, largely a result of shortfalls in es- 
timated tax revenues, where new public 
debt accounts for 1.5% of the GNP. The 
shortfall in tax revenues for the fiscal year 
ending this month will rise to ¥6.5 trillion, 
against an earlier estimate of ¥4.8 trillion, 
he said. 

Opposition politicians and businessmen 
say the need to get the economy moving 
again is more urgent than the public debt 
problem. Tadahiro Sekimoto, president of 
NEC, Japan's biggest producer of personal 
computers, compares issuing deficit cover- 
ing bonds to cancer treatment. "At the 
early stage, you need to borrow ¥1 million 
or so for surgery and can get back to work 
soon. If you're late, you may need Ұ2-4 
million or more." Once the economy 
recovers, taxes will increase and the 
debt can be paid off quickly, he 
added in a recent interview. 

If the opposition and the LDP 
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agree on a tax cut package, Prime 
Minister Kiichi Miyazawa may be 
able to go to Washington in April 
with a "gift" for President Bill Clin- 
ton in the form of an impressive- 
looking economic stimulus package. 
A tax cut would also help Miyazawa 
to convince other developed coun- 
try leaders at the G7 summit meet- 
ing in July that it is doing what it 
can to reflate its economy. 

None of this convinces the MoF, 
however. Whichever way events go, 
the МОЕ has “to climb many moun- 
tains in the coming months," said 
one government official, referring to 
this series of crucial dates. a 
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THAILAND 
Saudi murders solved 


Interior Minister Chavalit 
Yongchaiyut said on 26 
February that an official 
investigation into the murders 
of four Saudi Arabian 
diplomats in Bangkok has 
found that an international 
terrorist gang was responsible. 
He said the gang was linked 
to a country with an embassy 
in Bangkok, and that the 
murders — one in 1989 and 
the other three in 1990 — were 
in reprisal for religious riots in 
Mecca in 1987. Chavalit also 
confirmed that another Saudi 
Arabian, a businessman who 
disappeared from the capital 
shortly after the last murders, 
was dead — allegedly killed 
by a policeman. The murders 
and the slow investigation 
have soured relations between 
Thailand and Saudi Arabia, 
with Riyadh threatening to 
close its embassy in Bangkok. 


Allen Lee. 


HONGKONG 


New conservative party 


The Cooperative Resources 
Centre (CRC), Hongkong's 
leading conservative (meaning 
pro-Peking) political 
organisation, announced the 
formation of a political party 
on 28 February in preparation 
to contest upcoming direct 
elections in the colony’s move 
towards a more democratic 
process. Called the Liberal 
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Party, it is led by Allen Lee 
Peng-fei who is also the CRC's 
convenor. The CRC consists 
primarily of businessmen 
picked by the governor to sit 
on the Legislative Council. 


INDONESIA 


Sutrisno nomination 


The ruling Golkar party's 
decision to support retired 
armed forces chief Try 
Sutrisno as Indonesia's next 
vice-president made the 
former general's nomination 
unanimous. Two days earlier 
the regional representatives in 
the 1,000-member People's 
Consultative Assembly (MPR) 
announced their support for 
Sutrisno. The nomination 
brought to four the number of 
groups in the MPR that support 
the general. Golkar's backing 
makes it virtually impossible 
for President Suharto, who has 
the final say on the matter, to 
turn down Sutrisno. 


CHINA 
Human rights report 


The Chinese Government 
secretly arrested over 40 
political dissidents and 
smashed at least seven 
underground dissident 
organisations in 1992, 
according to a report by the 
US human-rights group Asia 
Watch. The report said that in 
addition to 26 journalists, 
several thousand activists and 
peaceful demonstrators remain 
in jail. The families of these 
prisoners often do not know of 
their whereabouts or 
conditions. The report further 
listed several people who were 
arrested following contacts 
with dissident Shen Tong 
during his return to China 
from the US last year. 


Student training ends 


Peking University will abolish 
its mandatory year of military 
training for new students 
according to reports in the 
Hongkong media. The 
unpopular training, instituted 
after the 1989 Tiananmen 
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Sutrisno steps out with Suharto. 
massacre, was widely 
considered the cause of 
declining enrolment at the 
prestigious university. 
Scrapped by the State 
Education Commission and the 
Central Military Commission in 
the face of opposition by 
students and academics, the 
decision is part of a plan to 
increase tuition and 
government spending on 
education, reform the job 
placement system for university 
graduates and improve the 
living standards of academics. 


MALAYSIA 
Ozone agreement 


Malaysia will sign 
amendments to the Montreal 
Protocol which calls for an 
early ban on ozone-depleting 
substances in the earth's 
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atmosphere. The cabinet 
decision on 24 February makes 
it mandatory for Malaysia to 
phase out products such as 
chlorofluorocarbons (CFC) by 
1996, thus averting a possible 
trade ban with countries that 
have approved the deadline. 
Malaysia signed the original 
1987 Montreal pact, but 
objected to amendments made 
in London in 1990 and in 
Copenhagen in 1992. Kuala 
Lumpur argued that the use of 
CFCs should be phased out by 
2000 rather than 1996 because 
of its considerable trade in 
airconditioners and other СЕС- 
related products. Signatories to 
the Montreal Protocol have 
until 10 August to ratify the 
revised timetable. 





VIETNAM 

Hijacker jailed 

A Vietnamese court sentenced 
Ly Tong to 20 years in prison 
for hijacking a Vietnam 
Airlines flight en route from 
Bangkok to Ho Chi Minh City 
last September. Tong forced 
the pilot to circle the aircraft 
over Ho Chi Minh City severa! 
times while he dropped 
leaflets calling on the people tc 
overthrow the ruling 
communist party. Tong, a 
Vietnamese-American who 
served in the former South 
Vietnamese air force, was 
arrested after parachuting 
from the aircraft. 


TAIWAN 
New cabinet approved 


Premier Lien Chan's new 
cabinet approved by the ruling 
Kuomintang's Central 
Standing Committee on 26 
February includes the surprise 
appointment of Sun Chen, 
president of National Taiwan 
University, as defence minister 
and Ma Ying-jeou, a Harvard- 
trained specialist on China, as 
justice minister. Among the 
eight top ministerial posts, 
only Foreign Affairs Minister 
Fredrick Chien and Interior 
Minister Wu Poh-hsiung 
retained their jobs. 
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UNITED STATES 


Terms of trade 


one of President Bill Clinton's special 

skills is saying different things to 
different audiences and getting away with 
it. He displayed this skill in late February, 
when he began a week by lambasting 
European governments' for subsidising the 
Airbus to an audience of enthusiastic 
Boeing workers in Seattle and ended it in a 
uhiversity assuring the world that he was 
à free trader. 

Clinton's appeal for free trade at a 
speech at the American University in 
Washington, however, was not uncon- 
ditional and was firmly based on his de- 
mands that trade partners reciprocate. 

Nonetheless, the speech was welcomed 
by many who had worried about recent 
strident comments on trade by the presi- 
dent and his top officials. Many of these 
targeted allegedly unfair Japanese, Chinese 
and European trade practices. 

US Trade Representative Mickey 
Kantor, in particular, has raised doubts 
about concessions the Bush administration 
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moribund Uruguay Round of Gatt talks. 
This concern was heightened when a Japa- 
nese official invoked Gatt rules to criticise 
a proposed measure to protect the US car 
industry. Kantor retorted that he was “not 
interested in theology.” 

Not to be outdone, Commerce Secretary 
Ronald Brown suggested the US Govern- 
ment may bring dumping charges against 
Japanese car makers, a measure the lead- 
ing US vehicle manufacturers had recently 
decided not to press for. Even the mild- 
mannered Secretary of State Warren 
Christopher has called some of China's 
trade policies "abusive." 

By contrast, Seiichiro Noboru, economic 
minister at the Japanese Embassy in Wash- 
ington, was "heartened" bv Clinton's pub- 
lic commitment to an early completion of 
the Uruguay Round. 

"Open and competitive commerce will 
enrich us as a nation," Clinton said, add- 
ing: ^In the face of all the pressures to do 
the reverse, we must compete not retreat." 

Although he promised "a compre- 
hensive trade policy" at some later date, 





Clinton said he first wanted to lay dow S| 
some basic principles — notably that 
Americans had to “get our own economic 
house in order" and that it was time to 
make trade “a priority element of Ameri- | 
can security." : 
He posited an alternative between, th 
extremes of protectionism and unqualified _ 
free trade, which he said had dominated 
the trade debate in the US. “Neither 
takes on the hard work of creating а more 
open trading system.” : 
Insisting reciprocity was the key : 
opening markets, Clinton said. that "we | 
will continue to welcome foreign produce | 
and services into our markets, but insist | 
that our products and services be ab: : 
enter theirs on equal terms.” Foreign 
vestment would be similarly welcome, bi 
“our investors should be equally welcome 
in other countries." p 
And though Clinton chose the ioral u 
"high road" rather than resorting to 
threats, he did not rule out tough retalia~ - 
tory measures if other countries did not re | 
ciprocate. 
Noboru believes the US could stil get 
tough on specific issues. Arthur Alexander, | 
head of the Tokyo-funded Japan Economic 
Institute in Washington, agrees, but adds - 
that “Clinton has good people around him 
and responds to new information and criti- 
cism." m Susumu Awanohara | 
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The police foiled BJP's planned show of strength, while Rao sought to outflank the opposition with economic reforms. 
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INDIA 


The money juggernaut 


By making the rupee convertible Prime Minister Rao has regained the 
initiative in his struggle for the middle ground of Indian politics. The 
move also gives India a new start in world trade. 


By Hamish McDonald in New Delhi with | 
Jayanta Sarkar in Calcutta 





Finance ministers invoke 
many authorities in their 
budget speeches, but few 
could have made a 
=! stranger-seeming choice 
than India’s Manmohan 
Singh, who cites Swami 
Vivekananda, a Hindu guru best known 
for his address to Western Theosophists on 
the ancient spirituality of the East at a con- 
vention of world religions in Chicago a 
century ago. 

But Singh’s reference to “the element of 
divinity in each human being” — at the 
end of a speech that, through its float of 
the rupee, marked a decisive moment in 
India’s integration with the global 
economy — was not as eclectic as it looked. 
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The Congress government's decision to 
press ahead boldly with its economic re- 
forms was presented as a direct counter to 
efforts by the opposition Bharatiya Janata 
Party (BJP) to win power by stirring up 
Hindu chauvinism. 

"The world around us is changing very 
rapidly, becoming more integrated as a 
market place and also more competitive," 
Singh told parliament on 27 February. 
“Other developing countries are success- 
fully transforming themselves to meet 
these challenges. We cannot afford to stay 
out of this process, appearing to be ab- 
sorbed with obscurantist preoccupations 
and sectarian divisions. The solution lies 
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precisely in harnessing the considerabl 
energies of our people, especially th 
young, to the exciting task of economic rc 
juvenation." 

At least for now, the government's ke 
budget decisions to make the rupee full 
convertible and slash import tariffs will li 
India's attention away from the commun: 
riots that have beset the country since 
December when Hindu-nationalist BJP fo 
lowers demolished a 16th century mosqu 
in the northern town of Ayodhya, whic 
they claimed had been built on the birtl 
place of the Hindu deity Ram. 

The floating of the rupee — completin 
in 20 months a process the government ha 
said might take three years — is settin 
international market disciplines flowin 
through the Indian economy. Governmen 
will no longer be effectively taxing expor 
ers to provide cheap commodities for px 
litically powerful lobbies like farmers. 

Export-oriented companies, especiall 
those which do not rely heavily on in 
ported equipment and raw materia 
should stand to gain the most. For comp: 
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nies that sell mainly in the domestic mar- 
ket lower excise duties on a host of prod- 
ucts will help to boost demand. Multi- 
nationals as well as local business houses, 
many of them in the consumer goods sec- 
tor, are expected to benefit. ITC, which has 
diversified from cigarettes to hotels, 
agribusiness and paper and to exporting 
other company's manufactures, could add 
at least Rs 500 million in 1993-94 to its cur- 
rent export earnings of Rs 7 billion. 
Unilever's subsidiary Hindustan Lever, 
Colgate Palmolive (India) and Proctor & 
Gamble (India) would gain from excise 
cuts on cosmetics, toiletries and processed 
food. Peico Electronics and Electricals — 
the Indian unit of Dutch-based Philips 
Electronics — which is a major name in the 
domestic market would also stand to gain. 

Tariff cuts on imported capital goods 
and a five-year tax holiday in the key 
power-generating sector send out the most 
unequivocal welcome yet to foreign inves- 
tors. And finally, the Congress party gov- 
ernment has broached privatisation of the 
big commercial banks, nationalised in 1969 
and now in acute financial difficulty due to 
political sequestering of funds. 

The government's 
strategy is to go for eco- 
nomic growth, within 
the limits of tight exter- 
nal accounts, in the hope 
that this will soon dispel 
widespread impatience 
with the stagnation In- 
dia has suffered under 
past Congress regimes. 
It was this mood of frus- 
tration that the ВЈР”5 reli- 
gious-tinted nationalism 
was designed to harness. 

But whether the BJP's 
chant of “Jai Shri Ram" 
(Hail Lord Ram) dies 
down for long depends 
on whether the country 
accepts the government's forceful suppres- 
sion of mass political activity by the БІР and 
allied groups — which came to a head two 
days before Singh's budget. 

After the Ayodhya demolition, Prime 
Minister P. V. Narasimha Rao dismissed 
the four BJP state governments and banned 
three BjP-affiliated Hindu movements, the 
Rashtriya Swayamsevak Sangh (Rss, Na- 
tional Volunteer Corps), the Vishwa Hindu 
Parishad (VHP, World Hindu Council), and 
the Bajrang Dal (a youth group). The Bjr's 
reply was to call for a million supporters to 
assemble in protest on the lawns outside 
parliament on 25 February. Rao banned the 
gathering but the BJP called for mass defi- 
ance. 

For days preceding the proposed rally, 
the police tightened a screen around New 
Delhi. Tens of thousands of BJP supporters 
were pulled off trains and buses, and were 
either turned back or placed under arrest. 
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Even so, many still managed to slip into 
the city. Taking no chances, the govern- 
ment mobilised 112,000 police and para- 
military troops on 25 February and cor- 
doned off virtually all government offices 
in the capital. 

In the event, the BJP could only muster 
small crowds which were dealt with by 
baton charges and tear gas by the police. 
The Congress party said the rally was a 
flop, and most analysts agreed that Rao 
had won a political victory. In the process 
he may have begun to live down the 
charges of indecision pinned on him dur- 
ing the Ayodhya crisis and the following 
Bombay-Surat riots. 

Rao's immediate concern, though, is to 
get the budget passed. Up to now, he has 
enjoyed вур support for financial measures, 
but the Hindu party has declared it will 
vote against this budget. With the help of 
some opposition splinter groups Congress 
does have a narrow majority in parliament, 
but the vote could be close unless the 
leftwing parties abstain. 

The budget was carefully crafted to 
make abstention more palatable for the 
Left. Measures that hit the poor or the 


Singh’s sweeteners 


trade account. 
4» Interest rates down by 1%. 


by foreign institutional investors. 


» Outlay on agriculture, education 
and infrastructure to rise. 


farmers — rises in officially set prices of 
fuel, food and railway travel, or reductions 
in fertiliser subsidies — are being an- 
nounced as administrative decisions 
through the year. 

The floating of the rupee imposes a lot 
more market discipline on the government 
and the Indian economy. It means that pri- 
vate-sector exporters no longer subsidise 
the import by government agencies of pe- 
troleum, edible oil, fertiliser and other com- 
modities so that world market prices will 
be passed on more readily to Indian con- 
sumers. Meanwhile, the expected drop in 
the rupee exchange rate may revive infla- 
tionary pressures. 

Both the Left parties and the rightwing 
BJP will criticise the government for reduc- 
ing India's protective walls — "at the be- 
hest of the IMF" — even though the argu- 
ments for doing so are extremely sound 
and India retains plenty of protection. Tar- 
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» The rupee to float freely and be fully convertible on 


> Ceiling on general import duties down to 85% from 
110%, rate for capital goods down to 35% from 55%. 


> Five-year tax holiday for investments in power sector. 
» Concessional 30% tax on short-term capital gains 


> Public investment in energy sector to rise. 


iffs are still high by international standards, 
especially on consumer goods, and the 
halving of the rupee's value in a little more 
than two years itself protects Indian pro- 
ducers. 

Tariffs and foreign investment are the 
issues that the BJP has chosen to project as 
points of difference with Rao's economic 
policies. The Hindu nationalists, with a 
support base in trading communities, have 
no truck with the kind of economic regula- 
tion built up by successive Congress party 
governments until 1990. From then on, 
however, as BJP economic adviser Jay 
Dubashi puts it, “they [the Congress] stole 
our clothes.” 

In fighting the 1991 election campaign, 
former prime minister and Congress leader 
Rajiv Gandhi began by hedging his poli- 
cies between the free market and state di- 
rection. Had Gandhi not been assassinated 
in the course of the campaign, Congress 
might have done poorly enough at the 
polls to be forced into an alliance either 
with the BJP or the Left. In the event, the 
assassination caused a wave of sympathy 
for the party allowing it to pick up extra 
seats and to form a viable government with 
the tacit support of 
smaller parties. 

Few expected much 
of Rao, a political elder 
pulled out of retirement 
and seen as a transi- 
tional leader. But Gan- 
dhi's death and India's 
plummeting foreign re- 
serves created a crisis 
mood that Rao boldly 
captured, — allowing 
Singh and his economic 
team to push through 
market-based reforms. 
One reason for the suc- 
cess of the strategy was 
the realisation that ob- 
struction by opposition 
parties would have pushed India to default 
on its external debt and economic chaos. 

The BJP was forced to cast around for 
alternatives — to "differentiate its product" 
as Finance Minister Singh puts it. It now 
advocates internal deregulation but only a 
slow dismantling of external protection. It 
says it wants foreign investment, but di- 
rected only to particular hi-tech sectors. 

The subliminal message is that these are 
the kind of things the вур has to say while 
in opposition. In government the party has 
hinted that it would carry out exactly the 
same reforms, only more effectively be- 
cause its greater ability to discipline sup- 
porters. At the same time the BJP claims it 
would rekindle national pride through its 
cult of Ram and firmness towards aggres- 
sion and subversion. Political analysts pick 
out three elements from this message. 

Leading political pollster Pranoy Roy 
says that a series of opinion samples show 
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the BJP has gained big, but short-term, 
swings from its successive Ayodhya cam- 
paigns. After the first attack on the mosque 
in early November 1990, when police fired 
on Hindu holy men, support shot up all 
across northern India. 

“Tf an election had been held then, the 
БІР would have had a good chance of be- 
ing the largest party in parliament," Roy 
said. Yet by the time elections were held in 
mid-1991, the BJP’s support wave had 
dropped back from the 25% level regis- 
tered in late 1990 to just over 2096 of the 
total vote. The pro-Congress sympathy fac- 
tor after Rajiv Gandhi's assassination aug- 
mented this fall-off. 

Roy said the BJP enjoyed a similar up- 
surge after the 6 December demolition of 
the mosque, but not as strongly. Had an 
election been held in January, polls indi- 
cated the BjP's parliamentary strength 
would have jumped from its present 119 
seats to about 170. 

The main battleground between Con- 
gress and the BJP is the rapidly growing 
Indian middle class, usually estimated at 
100 to 150 million. A growing attention to 
religion — seen in more people praying at 
temples and making donations — is one 
product of this social change. 

“Тһе middle class have acquired a new 
economic status but they still feel insecure 
about their social position," said Imtiaz 
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Ahmad, a social scientist at New Delhi's 
Jawarharlal Nehru University. “The BJP of- 
fers them political space and social legiti- 
misation. By donating to temples they ac- 
quire a certain status. Many social scien- 
tists like Ahmed think it would be difficult 
to forge a sustained political movement in 
India on the basis of religion alone. 

This may be over-complacent, because 
the BJP taps middle-class insecurities in 
many ways. It offers a place for the people 
who do not fit in with India’s old English- 
speaking and Western-mannered elite. 

Many of the new middle-class respond 
to the BjP's Hindi-speaking, often anti- 
intellectual line. But when the BJP con- 
frontation of the establishment turns to 
street violence, middle-class voters are al- 
ienated. Pollster Roy sees the ВЈР handling 
this by maintaining a “two-faced” image. 
“There are the soft-line people like Advani 
and A. B. Vajpayee, and the clearly culti- 
vated hardliners who are rabidly anti-Mus- 
lim.” 

“The middle class wants security be- 
cause they are the haves,” agrees Ved 
Marwah — a former New Delhi police 
commissioner who is now a researcher at 
the Institute of Policy Studies, a think tank. 
“They will always be on the side of firm 
governance, and may go to the other ex- 
treme and support an authoritarian regime 
because they feel so insecure.” 


Nationalism and good governance are 
the other elements of the BJP platform. 
“People аге fed up with 45 years of non- 
performance by Congress," said Roy. “Un- 
less Congress comes out and says "We have 
been wrong, socialism was wrong’ it is nol 
seen as enough." Roy rates this factor as 
equal to the BJP's religious card. 

So far, the BJP has been able to projec 
itself as an alternative because it is a disci: 
plined party, run by nss-trained leader: 
known for their simple, traditional life 
styles, and also because it has been un: 
tested in government. The party's only 
spell in power at national level was in c 
1977-79 coalition government, when Уа} 
payee was foreign minister and Advani the 
information minister. Neither portfolic 
greatly affects the ordinary citizen. 

But at state level, the BjP's performance 
running four northern states was indistin- 
guishable from that of the Congress, and 
voters have tended to turn away from in- 
cumbent BJP governments. 

It is probably too much to expect Rao tc 
disavow explicitly the Congress legacy — 
though Finance Minister Manmohan Sing} 
has given a sober analysis of where Indi: 
went wrong in economic policies — whict 
has alienated so many of the people whc 
should respond to a secular, modernising 
party. But action on the reforms may speal 
louder than words. 1 
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The freed rupee 


Budget aims to boost investment and exports 


For years, people like 
| Dawood Ibrahim have been 
| the most powerful е 


=A Ibrahim operates from a 
| heavily guarded office in 

ч —— the Gulf's financial centre of 
Dubai, directing an empire that handles 
large volumes of trade and currency trans- 
actions with India. 

But Ibrahim's turnover is not included 
in the national accounts. His main business 
is to smuggle gold into India and foreign 
currency out. 

Indians have hoarded gold not just for 
jewellery, but also to hedge their savings 
against the steadily dropping rupee and to 
keep income out of sight from punitive tax 
demands. With imports banned, the do- 
mestic price stayed about 40% above the 
world price, encouraging smugglers like 
(brahim to ship some 200 tonnes of gold to 
[ndia each year in small boats that ply the 
Arabian Sea to the coast near Bombay. 











Exchange regulations denied Indians 
the right to change their rupees into for- 
eign currency, except for a limited number 
of officially approved purchases that did 
not include foreign consumer goods or 
property. So there was a high premium for 
foreign exchange on the blackmarket. Some 
of this was sold back to Indians, to buy 
consumer items or guns for rebellion, and 
some went back to the offshore gold smug- 
glers. Estimates of this clandestine trade 
reach as high as US$15 billion, or half of 
India's official annual trade. 

But underworld figures have not been 
the only people to move hard currencies 
out of India. To get around tight controls 
on the export of capital, Indian business- 
men have over-invoiced imports and un- 
der-invoiced exports, thereby building up 
substantial overseas assets, which they 
then deposit into Swiss bank accounts, 
London property or enterprises run by 
family members. Over time this steady 
drip has amounted to a massive flight of 


capital, commonly estimated at a cumula- 
tive US$50 billion over the 45 years of In- 
dia's independence. 

But the conditions that brought ordi- 
nary Indians into the ambit of smugglers, 
gold hoarders, and blackmarket dealers are 
starting to change. For the past 20 months, 
India has had a government that recognises 
how monstrously distorted the economy 
has become after 45 years of New Delhi 
trying to direct investment and consump- 
tion patterns. In his third budget in less 
than two years, Finance Minister Man- 
mohan Singh has delivered what may turn 
out to be a mortal blow to blackmarket 
kings like Ibrahim. 

Full convertibility of the rupee on the 
trade account ends the tinkering that be- 
gan in the maiden budget. First, Singh tried 
giving exporters a tradable foreign-ex- 
change entitlement for part of their earn- 
ings. Then a year ago, he moved to partial 
convertibility, so that exporters had to sur- 
render part of their earnings at an official 
rate set by the Reserve Bank of India (the 
central bank) while getting the other 60% 
at the higher market rate. 

The government used the 40% of ex- 
port receipts thus bought to import com- 
modities sold through subsidised domestic 
price schemes — including petroleum 
products and fertilisers — and items like 


defence equipment. Successful private ex- 
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porters felt they were being taxed to help 
New Delhi keep domestic lobbies happy. 

Now full convertibility is expected to 
give more incentive to exporters, and to 
boost export earnings to the 15%-20% an- 
nual growth in US dollar terms that India 
needs if it is to avoid another payments 
crisis. The blackmarket and official rates 
are expected to converge so that clandes- 
tine currency trade will shrink drastically. 

This convertibility still affects only im- 
ports and exports. Foreign-exchange regu- 
lations remain in place, so Indians still have 
to explain why they need foreign currency. 
They also continue to face limits on the 
amount they can convert for purposes like 
travel. Although import licensing has been 
greatly reduced, the “small negative list” 
still includes all consumer items. Return- 
ing travellers can bring in electronics and 
other luxuries, up to a limit, but still have 
to pay 150% duty. 

But the government has set out on a 
track that will lead to a more open market 
for imported consumer items. Singh said 
convertibility could be extended to the cur- 
rent account quite soon, meaning that 
many transfers other than merchandise 
trade like financial services, travel and bor- 
rowing will be included. 

Singh is meanwhile trying to reduce the 
domestic price premium of gold and to 
monetise some of the estimated 8,000 
tonnes of gold held privately in India. For 
the past year, returning Indians have been 
allowed to import up to 5 kilograms of gold 
bought with foreign earnings, paying only 
a modest import duty. Later this month, 
the government will start a new Gold Bond 
scheme whereby Indians can deposit gold 
with the government without any ques- 
tions being asked about its origin. If neces- 
sary, this gold could be used as security for 
foreign borrowings by New Delhi. 

The other big initiative in this budget is 
a drastic cut in duty on imports of capital 
goods and industrial inputs. The aim is to 
immediately boost foreign investment, es- 
pecially in infrastructure projects like 
power plants. 

Singh had been under a lot of pressure 
to cut personal and corporate tax rates, 
both of which reach over 50%. The argu- 
ment of an expert committee that lower 
rates would encourage greater compliance 
by taxpayers and in the end yield higher 
net revenues has been accepted by the gov- 
ernment. But Singh put the idea aside for a 
year — disappointing stockmarkets, which 
dropped sharply on the first day of trading 
after the 27 February budget. 

"The most critical area for action at 
present is customs duties," Singh said. “De- 
spite the adjustments in customs duties in 
the last two budgets, our duties are still 
much higher than in most of our competi- 
tor countries, especially on capital goods. 
With these duties and the resulting high 
capital costs our producers will never be 
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able to compete in world markets." 

The duty on project equipment has been 
cut from 55% to 35%, and to 25% in prior- 
ity sectors including coal and petroleum 
refining. Singh gave special treatment to 
the power sector: here the duty rate has 
been cut from 55% to 20% and extended to 
machinery for modernising old plants. He 
also announced a five-year tax holiday for 
new power generation and distribution 
projects. The finance minister argued that 
the tariff cuts attack the immediate prob- 
lem: the worry of foreign investors about 
high start-up costs. Lower corporate tax 
rates will be in place by the time the new 
projects start operating. 

Singh also announced cuts of 1595-309 
in tariffs covering a wide range of general 
machinery, chemical raw materials and in- 
termediates, electronic components, and 
metals. The ceiling of duty rates has been 
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lowered from 110% to 85% (except for 
items like passenger baggage and alcoholic 
drinks) but most industrial items are now 
below 50%. The changes are likely to give 
a huge boost to plans for partially export- 
oriented projects. These include electronics 
and basic computers (like a new IBM-Tata 
manufacturing project), chemicals, project 
engineering, and food processing. 

The budget is also intended to give a 
shot in the arm to existing domestic indus- 
try, which went into a slump last year be- 
cause of high interest rates and the higher 
cost of imported components due to the 
rupee's devaluation. Singh has sharply cut 
domestic excise on cars and tractors, col- 
our television sets, refrigerators, and indus- 
trial inputs. 

Singh forecasts that India's GDP growth 
rate will rise from the 4.2% estimated for 
the 1992-93 year ending this month, to over 
5% next fiscal year. This assumes both an- 
other good agricultural season and an in- 
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crease in industrial and infrastructural out- 
put. Inflation, measured by the wholesale 
price index, is estimated at 7.8% for 1992- 
93, and is put at 6-7% for the coming year. 

Part of the trade-off for the lower cus- 
toms and excise duties has been slightly 
slower progress in reducing the govern- 
ment's own fiscal deficit. Singh has suc- 
ceeded in reducing the deficit from 8.496 of 
GDP in 1990-91 to 5.2% in 1992-93. 

The government's total expenditure for 
1993-94 is budgeted at Rs 1.31 trillion 
(05540 billion), while expected revenues 
amount to Rs 1.27 trillion — leaving a 
budgetary deficit of Rs 43 billion. The 1993- 
94 fiscal deficit — budget deficit plus bor- 
rowings — is expected to be Rs 367 billion, 
or 4.5% of GDP. This means the govern- 
ment will still be pre-empting a lot of bank 
credit that could otherwise flow to the pri- 
vate sector. 

Singh was therefore able to offer only a 
modest cut in India's controlled bank in- 
terest rates, with the minimum lending rate 
for commercial advances cut by one point 
down to 17%. The statutory liquidity ratio, 
whereby banks have to keep a proportion 
of deposits in government securities, will 
be phased down from the present 36% to 
25% over three years. 

Singh has further started to move on 
bank reforms, which should lead to the 
mostly nationalised commercial banks 
adopting more rigorous lending norms 
and resisting political direction. To meet 
capital adequacy norms recommended by 
the Bank for International Settlements in 
Basle, Switzerland, Singh said the Indian 
banks need to make over Rs 100 billion in 
provisions for bad loans. This is about 7% 
of total bank credit, and more than the ex- 
isting capital of the banking industry. To 
meet this, the government would inject Rs 
57 billion into the state-owned banks in 
1993-94 through a bond transfer. 

This went down so well with the leftist 
opposition MPs that they seemed to fail to 
grasp what Singh said next — that the capi- 
tal transfer was not adequate. The State 
Bank of India and the other banks in better 
shape than the average would be allowed 
to float shares in the stockmarket over the 
next three years. The government would 
retain majority control. 

Asked about government plans for fu- 
ture reform, Singh lists: lowering corporate 
tax and import duty rates to internation- 
ally competitive levels; setting up a nation- 
wide value-added tax system within three 
to four years; continuing to reform the fi- 
nancial sector by further deregulation of 
banks and capital markets; opening up the 
nationalised insurance sector; giving new 
incentives to agriculture; creating a welfare 
net to enhance labour mobility; tackling 
environmental and land degradation; and 
"getting government out of industrial man- 
agement as much as possible." 

m Hamish McDonald 
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Saffron nationalism 


Minorities fear upsurge of Hindu revivalists 


By Hamish McDonald in New Delhi 








mg Last year, high schools in 
| Uttar Pradesh state taught 

their students some radi- 
cally different theories of 
А Indian history, conveyed in 
| a new textbook prepared 
under the orders of the then 
Hindu-nationalist Bharatiya Janata Party 
(BJP) controlled state government. 

Gone was the conventional view, built 
on scientific excavations of sites in the In- 
dus Valley, that the Aryans — whose 
sacred hymns set out the ideas behind 
present-day Hinduism — were invaders 
from Iran. “This view is gaining strength 
among scholars in the country and abroad 
that India itself was the original home of 
the Aryans,” the new textbook said. 

Another change came in references to 
conversions to Islam under the Muslim 
emperors who ruled northern 
India from the 13th century 
until the British colonial era. 
Earlier editions had it that in 
addition to fear being a motive 
for conversion, "there were also 
people who were influenced by 
the miracles of Muslim saints." 
The new edition says "very 
few" were influenced by Mus- 
lim saints. 

The textbook also gave a 
revisionist version of India's 
independence struggle. It found 
a previously unlauded hero — 
K. B. Hedgewar, founder of the 
Rashtriya Swayamsevak Sangh 
(Rss, National Volunteer Corps) 
— who merited three of the 20 
pages in this section. Most his- 
tories see the pre-1947 Rss role as marginal, 
with Hedgewar unwilling to risk a British 
crackdown and its militancy reserved for 
street brawls with Muslims. According to 
the new textbook, however, Hedgewar and 
the RSS “won the hearts of patriots con- 
nected with different communities, reli- 
gions and political ideologies." 

As the BJP steps up its campaign to win 
power in New Delhi, riding what it calls 
the wave of Hindu pride following the 
demolition of the Ayodhya mosque in De- 
cember 1992, the new history texts and 
other similar versions are being studied for 
an indication of what India's official out- 
look would resemble if the BJP managed to 
form a national government. For many edu- 
cated Indians, the preview is frightening. 
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A report prepared by New Delhi's Na- 
tional Council of Educational Research and 
Training — funded by the central govern- 
ment — sees the textbooks as obscurantist, 
chauvinist and communalist. "The intoler- 
ant and extremely crude style and lan- 
guage, as well as the totally uninhibited 
way historical 'facts' have been fabricated, 
are designed to promote not patriotism, as 
is claimed, but totally blind bigotry and 
fanaticism," the council's report said. 

Most of this bigotry points in one direc- 
tion. The BJP outlook draws a sharp divide 
in Indian society between a supposedly in- 
tegrated and indigenous Hindu commu- 
nity and entirely unwelcome Muslim in- 
truders. The stereotype promoted is that 
Muslims take four wives, have multitudes 
of children and resist family planning. 
Muslims protest about one disused 
mosque being demolished, but have de- 
stroyed 51 Hindu temples during four 





BJP activists confront the police. 


years of insurgency in Kashmir. Muslims 
have been "appeased" and "pampered." 
Nearly all of this is myth. There are no 
accurate statistics on polygamy and fecun- 
dity based on religion. The magazine India 
Today has just found nearly all the “de- 
stroyed” Kashmir temples named by the 
BJP standing undamaged. Muslims in India 
are economically and educationally back- 
ward, though past Congress governments 
have given in to pressure to allow aspects 
of religious law to replace the civil code. 
But the myths have taken deep root, in- 
culcating a sense that Hindus risk being 
outbred, subverted by migrants and sur- 
rounded by hostile Muslim states. Some of 
India’s 100 million Muslims — or about 
12% of the total population — make com- 
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parisons with Weimar Germany, with the 
БІР as the fascists and themselves as the 
ethnic scapegoats. 

Although the BJP has got the most atten- 
tion when its followers agitate on the 
Ayodhya mosque in fervent devotion tc 
the Hindu deity Ram, this has been part о! 
an ultra-nationalist campaign rather than 2 
religious movement. The Rss and BJP dis- 
tort Hinduism just as much as they do In- 
dian history. 

From its foundation in 1924 until the 
1980s, the Rss fitted a modernist stream ol 
Hinduism influenced by 19th century Brit- 
ish notions that the Hindus had been soft- 
ened by a self-centred, idolatrous religion. 

Hedgewar was principally concerned 
with instilling an assertive spirit into the 
Hindus. The Rss, run by dedicated cadres, 
has been a kind of boy scout movement for 
hundreds of thousands of mostly school- 
age boys. They meet RSS elders regularly 
for military-style drill with wooden staves, 
and get pep-talks and tales of Hindu tri- 
umphs. 

Тһе Ram cult is a recent construct, taken 
up by the BjP-Rss in the 1980s. It treats the 
ancient epic poem, the Ramayana, as his 
torical fact and its warrior hero Ram as hav- 
ing been a real person. It is accepted as faci 
that a temple has stood at Ayodhya mark- 
ing Ram's birthplace from the 11th century, 
and that a general of the Muslim emperor 
Babar demolished this in 1528 in order tc 
construct the mosque as much as a "victory 
monument" as a place of worship. In fact, 
the earliest references to any Ram temple al 
Ayodhya came in the 18th century. 

The Vishwa Hindu Parishad (VHP, 
World Hindu Council), an explicitly reli- 
gious movement started by the Rss in 1964, 
pushes the notion that a new golden age 
can be attained by recognising Ram's per- 
fection. But the Ram cult is also a con- 
sciously nationalistic one, said Rajendra 
Singh, the Rss joint general-secretary. “Ram 
is the ideal man. He is an appropriate sym- 
bol of martial identity.” 

In broadening out their base, the Hindu 
nationalists have co-opted some leaders о! 
deeply conservative, even reactionary, so- 
cial views as well as a legion of anti-Muslim 
demagogues. The BjP has been deeply em- 
barrassed by calls from some of its mahants, 
or holy men, for a return to the traditiona 
caste system and the exclusion of Harijans 
or former untouchables, from temples. 

Combine these attitudes with the de 
clared externally-oriented policies of the BJF 
— including overt nuclear arms and strikes 
against subversive bases in Pakistan — and 
the image of a BjP-ruled India is alarming. 

Some analysts see the extremists being 
shed once the BJP wins power, with moder- 
ate politicians taking up the market-based, 
pro-Western policies that Congress 
“usurped” after the 1991 elections. Others, 
however, wonder whether the BJP moder- 
ates are any longer in control. и 
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Congressional record 


-awmakers prepare to shift mass of legislation 





3y Lincoln Kaye in Peking 

n a clear demonstration of the superi- 
| ority of socialism, the largely neophyte 

legislators of China's National People's 
Zongress (NPC) are about to tackle an 
igenda that would daunt seasoned, full- 
ime bourgeois liberal parliamentarians 
nywhere else in the world. 

The annual NPC session starting оп 15 
Aarch will routinely approve the premier's 
tate-of-the-nation summary, the central 
overnment budget and vote on sweeping 
iersonnel changes and restructuring cabi- 
et-level ministries. As if this were not 
nough, the NPC will also pass long- 
waited legislation on topics ranging from 
roduct safety to national security and the 
tatus of corporations. To top it all off, the 
ession will amend the constitution to: 

* Proclaim in the preamble that China is 
ill in the “primary stage of socialism,” in 
rhich quasi-capitalist and foreign — 
wested firms can flourish alongside state 





enterprises in the interest of economic 
growth; 

P Substitute the phrase “socialist market 
economy" for "economic planning," and 
assign to the state the role of "economic 
legislation [and] macro-control" rather 
than "overall balancing" of the economy; 
> Enshrine the household responsibility 
system of family farm plots as the main 
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model for rural development; 

P Designate public enterprises as “state- 
owned,” rather than “state-run,” in the 
name of managerial autonomy; 

»> Dilute guarantees of workplace democ- 
racy to give managers a freer hand in 
streamlining enterprises. 

With such an agenda, the NPC may not 
have too much time for deliberation. But, 
then, debate is not what the 2,977 deputies 
were so carefully chosen for by the com- 
munist party leadership. 

In local government elections in late 
1992, grassroots challengers gave party 
nominees a surprising run for their money, 
even capturing a governorship in Guizhou. 
As a result the party left little to chance 
when it came to selecting МРС deputies in 
early 1993. It is their job to complete the 
process initiated at last year’s 14th party 
congress and ensure the continuity of para- 
mount leader Deng Xiaoping’s line of eco- 
nomic liberalisation coupled with tight po- 
litical control. 

Hence the wholesale appointment of 
new vice-premiers. Key politburo standing 
committee reformists Qiao Shi and Li 
Ruihan will take over as chairmen, respec- 
tively, of the МРС and its companion talk- 
shop, the Chinese People’s Political Con- 
sultative Conference. Deng’s protege Zhu 
Rongji could win an executive vice-pre- 
miership. 
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The patriarch's hand-picked 
party chief, Jiang Zemin, will bolster 
his status by assuming the largely 
ceremonial presidency from; Yang 
Shangkun, Deng's erstwhile ally 
now viewed as a rival. Cabinet-level 
ministries and commissions will be 
reorganised to give fuller play to 
Zhu's economic brief and break up 
bastions of conservatism in the old 
industrial production ministries. 

But the most far-reaching result 
of this year's NPC could be the con- 
stitutional revisions, despite being 
considered at least since the era of 
deposed general secretary Zhao 
Ziyang. While Zhao managed to get 
the private economy and land leas- 
ing legalised in the constitution in 
1988, he failed to write his cherished 
“primary stage" slogan into the 
document. Many in the old guard, 
including Deng, had then balked at 
more sweeping amendments lest 
they circumscribe the party's power. 

For the revolutionaries of the 
founding generation, “party policy 
was the guide," according to ex- 
security chief Peng Zhen in a 1984 
speech. “We had some laws then, but they 
were few and simple . . . We did not bother 
much about observing them." 

Deng and his cohort, however, now 
find themselves more receptive to consti- 
tutional change in order to empower their 
technocratic proteges and placate their res- 
tive rural power base. The new tenets boost 


Legal 
landmarks 


In addition to amending the constitu- 
tion, this year’s National People’s Con- 
gress (NPC) promises to rubber-stamp a 
record volume of new legislation. 

Although much of it is routine laws 
on subjects like cartography, patent ad- 
ministration and mine safety, fake and 
shoddy products have come in for spe- 
cial attention. Trademark infringement 
supervision will be intensified as Chi- 
na's bid for'Gatt membership gathers 
momentum. 

Amid a rising tide of product liabil- 
ity suits, penalties will be stiffened for 
adulterated or misrepresented goods. 
Vendors of poisoned foodstuffs could 
even be executed. 

Two new bills, however, stand out 
as legislative landmarks: 
> А 10-chapter Company Law govern- 
ing the formation, boardroom hierar- 
chy, accounting and auditing systems, 





the authority and flexibility of economic 
policy makers from the cabinet to the plant 
floor. At the same time, they reassure the 
nervous peasantry that hard-won family 
plots cannot be recollectivised on the whim 
of some future leadership. 

But to provide effective legal cover for 
Deng's chosen constituencies, the constitu- 


profit distribution, capital transfer, 
merger and liquidation of limited liabil- 
ity corporations. Foreign company sub- 
sidiaries trading or manufacturing in 
China are also covered under the law. 
Separate laws already exist for state- 
owned, private, foreign-funded and col- 
lective enterprises that are not incorpo- 
rated as limited liability joint stock com- 
panies. 

>» A five-chapter, 188-article National 
Security Act, China's first, grants wide- 
ranging powers and sweeping discre- 
tion to the police and intelligence appa- 
ratus to “protect the people's demo- 
cratic dictatorship, the socialist system 
and the smooth course of reform, open- 
ing and modernisation.” At the same 
time, the draft legislation cautions 
against "overstepping or laxity" in the 
use of national security powers and in- 
fringement on the lawful rights of indi- 
viduals or organisations. 

A legal scholar points out that while 
the National Security Law is hardly de- 
signed to "expand the rights of citizens, 
it does at least spell them out more 
clearly." m Lincoln Kaye 
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tion needs to be backed with imple- 
mentation mechanisms. And that 
process, legal scholars hope, could 
launch the constitution on a "peace 
ful evolution" into a guarantor o! 
broader civil rights for the genera 
public. 

The 1982 constitution currently ir 
force carries guarantees of freedom 
of speech, worship, assembly, habea: 
corpus high up in the document 
rather than towards the end as ir 
previous Chinese constitutions. 

This prompted hopes at the time 
that civil rights may come to have 
real meaning. But, as with previou: 
constitutions, the scope of civil right: 
in the 1982 version remain circum: 
scribed by vague sanctions agains 
^counter-revolution" and a series o: 
secrecy laws culminating in the 
freshly drafted National Security 
Act. 

Under the current constitution, ir 
common with all its predecessor: 
since 1949, state power is said to “be 
long to the people.” But as the popu 
lar will is allegedly expressec 
through the МРС, the reasoning goes 
only the МРС has a right to amend or re 
view the constitution and laws. 

As a result, neither the People’s Pro 
curatorate nor the courts provide an effec 
tive check on the party-controlled legisla 
ture. Judicial independence was furthe 
compromised after the 14th party congres 
with the elevation of Supreme Court Chie 
Justice Ren Jianxian to succeed Qiao a 
head of the central committee’s Politica 
and Legal Commission and chief party dis 
ciplinarian. 

While Ren used his appointment to en 
join party cadres to “earnestly boost thei 
knowledge about democracy and legality, 
he remains better known for enforcing 
leftist line on his subordinate judges. No 
does his simultaneous tenure of top post 
in the party and the courts bode well fc 
judicial independence. Such anomalie: 
however, merely accord with China's {тг 
ditional ^positivistic" view of law. 

According to legal scholars, under thi 
concept rights are granted by the stat 
rather than being intrinsic to the ind 
vidual. The law is therefore subject t 
changing political exigencies, as reflecte 
by the dozen or so constitutions China he 
had since 1908 — including four since th 
communists took power in 1949. 

Constitutional guarantees are ofte 
what US Sinologist Andrew Nathan cal 
“programmatic” — meaning that they ma 
be available eventually but canne 
necessarily be delivered at present, lik 
dishes listed on a grandiloquent Chines 
menu. 

In his speech on the 10th anniversary « 
the current constitution in December 199 
politburo member Qiao hinted at some ‹ 
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he "shortcomings" that keep the Chinese 
sovernment from implementing its prom- 
sed rights to the people. He spoke of “the 
nadequacy of specific systems to ensure 
mplementation of the constitution . . . the 
ailure to promptly correct violations . . . 
ind the need to enhance citizens’ aware- 
less.” 

Some of these obstacles may now be 
nore surmountable than in previous con- 
ititutional revisions, suggests a Zhao-era 


egal expert who has left government for | 


»rivate corporate practice. For one thing, 
ле says, the number of private law firms 
лав doubled to nearly 120 in the past two 
rears. 


In addition, a Western diplomat reports | 


ontact with young lawyers in the boom- 


ng coastal enclaves hard at work on local- | 
evel enabling legislation to implement the | 
xew legal reforms. “Unlike previously, the | 


жоуіпсев are way ahead of the centre this 
ime on legislation," he concludes. 

A legal consultant to jurists and law- 
nakers views the current round of legal 
eforms as an attempt by the party to ride, 
ather than buck, irresistible economic and 
ocial trends. At the same time, however, 


iew legislation contained in such core po- | 


tical instruments as the National Secu- 
ity Act is designed to limit, rather than 
xpand, individual rights. 


yg to offer Chinese citizens greater legal 
ecourse. A host of arbitration mechanisms 
re emerging from new economic laws on 
"int ventures, securities, companies, intel- 
*ctual property and trade. 

These commercial tribunals have been 
xpressly set up to accord with interna- 


onal norms of objectivity. It is only a mat- | 


'т of time, the legal expert predicts, before 
теу "infect" China's own civil courts with 
пе virus of judicial independence. 

At one level, at least, popular accept- 


nce that the courts can offer an impartial | 
rena to settle grievances has already been | 


stablished. Litigation has become | 
icreasingly common as people take each 
ther to court for everything from libel to 
ivorce. 

In addition, a few dozen retirees from 
leng's pet Capital Iron and Steel Works 
ate enterprise even staged a sit-in recently 
| press their pension claims at the gate of | 
ie Zhongnanhai leadership compound in | 
2king, the first such demonstration in the 
ipital since 1989. 

Further, the latest film by Zhang Yimou, 
hina’s long-banned but recently rehabili- 
ted premier director, indicates what may 
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A friend in nee | 


| The ЕС expands aid to Vietnam 








By Shada Islam in Brussels 

t has yet to normalise relations with 
I the US, but things are still looking up 

for Hanoi. Witness the following: last 
December, former US president George 
Bush eased the US embargo against Viet- 
nam by allowing American businesses to 
sign contracts in preparation for a full lift- 
ing of sanctions. Then last month, French 
President Francois Mitterrand became the 
first Western head of state to visit the coun- 
try in over four decades. Now, the EC and 


| Vietnam are planning to sign an ambitious 


agreement to promote trade and economic 


| Cooperation. 








ippen next in China's evolving legal sys- | 
m. Qiuju Goes to Court recounts the saga 
a peasant woman struggling to wrestan | 
»ology from a village headman who | 
used her husband. In the end, the offi- | 
al gets marched off to jail, much to | 
iuju's — and presumably the audiences’ | 
“amazement. W 
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| gling nation. The pact is 
Nevertheless, institutions may be evolv- | 
| national pressure on the US 


Two years after Brussels and Hanoi es- 


| tablished full diplomatic relations, the two 


parties have agreed to sign a new accord 
that will expand European 
aid and help promote EC 
investment in the strug- 


expected to increase inter- 


to end its embargo. 

But the accord — likely 
to be finalised this autumn 
— does not come without 
strings attached. Brussels is 
making it clear that in 
exchange for economic 
and political assistance, 
Vietnam will have to accept 
the inclusion of a special 
clause designed to promote 
human rights and democ- 
racy. "The political mes- 
sage is that our future rela- 
tionship will be based on democratic prin- 
ciples and the respect for human rights," 


| says one EC official. 


That said, the main thrust of the agree- 
ment remains economic. Encouraged by 
Mitterrand's visit, other EC governments 
and the European Commission have 
started to voice their full support for Ha- 
noi's campaign to introduce a free-market 
economy. ^We feel that Vietnam is making 
a serious effort at economic reform," says 
Endymion Wilkinson, head of the division 
for Southeast Asian affairs at the European 
Commission. “It’s time the Community as- 


| sisted Vietnam in these efforts.” 


Hanoi's performance within the EC has 
been especially buoyant in recent years. In 
1992, for example, Vietnamese exports to 
the Community rose to US$240 million, up 


| from only US$84 million in 1985. Much of 


that increase was the result of a 200% 
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Mitterrand gives an 
early boost to Hanoi. 


growth over the Mm years 


in textile and garment exports. The two 
sides signed a textiles accord last Decem- 
ber. 

But the Community's aid programme 
for Vietnam stresses more than just trade; 
it gives special attention to job creation for 
returning "boat people." Wilkinson esti- 
mates that in 1993 the EC will spend about 
US$32 million on projects aimed at provid- 
ing employment opportunities for both re- 
turning refugees and local Vietnamese who 
did not seek asylum abroad. Funding for 
the re-integration programme — run in 
cooperation with the UN High Commis- 
sioner for Refugees — was just US$23 mil- 
lion in 1991. 

Referring to the overall plan, Ben Visser, 
a Dutch Socialist member of the European 
Parliament, told a recent 
seminar on Vietnam that 
"the agreement will show 
we have faith in the future 
development of Vietnam." 
An ardent supporter of 
closer EC relations with 
Hanoi, he also predicted 
that the arrangement 
would "spur European in- 
vestment in Vietnam." 

To help achieve that 
goal, Visser along with oth- 
ers in the European Parlia- 
ment has called on the 
Community to press the US 
to end its "immoral em- 
bargo" against Hanoi. 

Although the planned 
cooperation agreement is 
not expected to take effect until autumn, 
the EC says that it will start before then to 
provide "technical assistance" to ease the 
move towards a free-market economy. The 
Community argues that it can offer Viet- 
nam the same kind of expertise in privati- 
sation and debt management that has been 
made available to Russia and Eastern Eu- 
rope. 

"The EC is also hoping to persuade the 
European Investment Bank, its long-term 
lending institution, to fund energy and in- 
frastructure projects in Vietnam. The bank 
has so far worked in Eastern Europe and 
Africa, but says it is now ready to explore 
investment opportunities in Asia. Develop- 
ment experts hope that such expansion will 
allow the EC to broaden the scope of its 
operations. Future areas of EC assistance 
could include Vietnam's education, sanita- 
tion and environmental sectors. a 
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Pacific reunion 


Ethnic Koreans seek return of Siberian ‘homeland’ 


By Jeffrey Lilley i in n Moscow - Е 


glance at the map of Tajikistan on 
А his office wall is enough to remind 

counsellor Seo Hyun Seop at South 
Korea’s Moscow embassy of the latest 
problems besetting the Korean minority in 
the former Soviet Union. 

Deported to Central Asia under Stalin's 
orders in the 1930s, ethnic Koreans are now 
caught in the middle of a civil war in 
Tajikistan. Fighting between former com- 
munists and an alliance of Muslims and 
-democrats in the Central Asian country has 
driven thousands of refugees, including 
6,000 ethnic Korean residents of Tajikistan, 
into neighbouring states and Russia. 

In the past three months, Seo has made 

three trips to Tajikistan, which before the 
civil war was home to 13,000 ethnic Kore- 
ans. He brings humanitarian aid and real- 
istic, if seemingly harsh, words of advice. 
“We encourage them to stay because there 
. is по place that will accept them.” 


The travails of the Korean minority be- 
gan in 1937, when Soviet authorities saw 
them as a potential fifth column in the Rus- 
sian Far East following Japan's move into 
Manchuria. With little advance notice, 
180,000 Korean residents of the Pacific 
coastal regions were deported en masse, 
and in some cases forced out to scratch a 
living on uncultivated land in the steppes 
of Central Asia. 

41 remember how they carted us away 
with no reason given," recalls Klimentyi 
Kim, now an activist for Korean resettle- 
ment to the Russian Far East. "We left the 
harvest and cattle on 24 hours' notice. The 
cattle ran after us. They didn't want us to 
leave. We were thrown out into the bare 
desert of western Kazakhstan. There was 
nothing." 

In the ensuing decades the ethnic Kore- 
ans lived peacefully with their Muslim 
neighbours, and their perseverance and in- 
dustry earned them the respect of fellow 
Russians. 


In the wake of the Soviet Union's col- 
lapse, however, Koreans across Central 
Asia are finding they are no longer wel- 
come. Rising nationalism is targeting the 
region's Russian speakers, including many 
of its 280,000 Korean residents. In Uz- 
bekistan and Kazakhstan, ethnic Koreans 
have become the targets of abuse designed 
to drive them from their homes, according 
to Kim, a leading member of the Associa- 
tion of Koreans in Russia. 

Nevertheless, there may soon be а solu- 
tion to the ethnic Koreans' plight. If a law 
currently being drafted by the Russian par- 
liament is enacted, the Koreans may well 
be able to return to their traditional home- 
land on Siberia's Pacific coast. In its cur- 
rent draft form, the law offers Russian citi- 
zenship to Koreans living in all the former 
Soviet republics and permits them the right 
to settle anywhere they want in Russia. 
According to Abdulakh Mikitaev, a Rus- 
sian parliamentarian and chairman of the 
President's Commission on Citizenship 
Matters who is helping draw up the law, 
there is also à possibility it-will include a 
clause that would allow Koreans to recover 
their former lands in the Far East. 

In addition to Mikitaev's efforts, the 
South Korean Government and Russian- 
based ethnic Korean organisations are 
pushing for the law's adoption. South Ko- 
rea's Ambassador to Russia, Hong Soon- 








young, has linked the law's 
adoption with other compo- 
nents in the relationship be- 
tween Seoul and Moscow. 
Mikitaev expects the law to be 
passed later this year, subject to 
conditions placed by regional 
authorities to protect ethnic Eu- 
ropean Russian interests. 

The reason for this codicil is 
| that many ethnic Koreans may 
be enticed back to the Pacific 
coast by the prospect of jobs in 
South Korean fish processing 
and light manufacturing enter- 
prises. This, however, is still de- 
pendent on Seoul and Moscow 
reaching agreement on the creation of an 
industrial park for some 100 South Korean 
companies in the Siberian port of 
Nakhodka. 

The danger with this type of scheme is 
that European Russians — who already 
feel threatened by an influx of traders, la- 
bourers and businessmen from across the 
Chinese border — are likely to resent Ko- 
reans being given preferential treatment by 
South Korean companies. This issue is, in 
the words of a Vladivostok-based Western 
diplomat, “political dynamite.” 

“It’s no secret the South Koreans com- 
panies are inclined to hire Koreans even if 
they don’t speak Korean,” the diplomat 
















An ethnic Korean fruit market in the Russian Far East. 
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said. "The region has a labour shortage, 
but if you get in an infusion organised 
along racial lines [European] Russians will 
be against this." 

Such concerns may be deepened by the 
increasing use by Korean-Russian activists 
in Moscow of the words "homeland" and 
"national revival" when speaking of their 
right to return to the Russian Far East. 

Mikhail Pak, a history professor at Mos- 
cow State University and a leader of the 
movement to revive Korean culture in the 
former Soviet Union, calls the move back 
to the Pacific "an attempt to save a nation. 
Deportation led to the degradation of Ko- 
reans, to the loss of language and tradi- 
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tion." 

A backlash to this kind of sentiment 
already appears to have set in. A campaign 
in early 1992 to push for the creation of an 
autonomous zone for Koreans in 
Nakhodka intended to provide labour for 
the proposed industrial park was prema- 
ture and set back the movement, according 
to Oh Joong Sik, Moscow correspondent 
for South Korea's Chosun Ilbo newspaper. 
Oh maintains that the campaign was or- 
chestrated by a group of South Korean 
scholars with ties to the presidency in Seoul 
in conjunction with Korean-Russian col- 
leagues in Moscow. 

Since this abortive attempt, the South 
Korean Government and Korean-Russian 
organisations have toned down their rheto- 
ric. Seo insists that Seoul is against the crea- 
tion of a special autonomous zone for re- 
turning Koreans. "We have to let it happen 
naturally, on an individual basis, not as a 
group. And we must pay attention to the 
response of the local people," he says, add- 
ing "there are no grand designs here." 

Whatever the case, Koreans in the Cen- 
tral Asian republics are voting with their 
feet. Ethnic Korean refugees from 
Tajikistan have already settled in the Rus- 
sian Far East, according to the South Ko- 
rean Embassy and Korean-Russian organi- 
sations in Moscow, and it seems certain 
that more will follow. т 
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PHILIPPINES 


Sin under siege 


City hall declares war on entertainment strip 





By John McBeth in Manila - 


f tough-minded Mayor Alfredo Lim 
I has his way, Manila's raunchy Ermita 

entertainment district may soon be a 
great place to take the kids. Instead of the 
bars that line M. H. del Pilar Street, the 
former police general wants a quieter, gen- 
tler Ermita replete with restaurants, ice- 
cream parlours, music lounges, handicraft 
shops — and perhaps the odd condo- 
minium. 

Lim contends he is on a moral crusade, 
one that he began but never finished when 
he was superintendent of the Western po- 
lice district during the early years of former 
president Corazon Aquino's term. Then, 
his efforts to close down the strip 
were frustrated by incumbent 
mayor Mel Lopez, who legislated 
against police harassment. 

But now it is Lim calling the 
shots at City Hall. From the first 
day he took office in June last 
year, he has made good on his 
campaign promise of trying to 
clean up del Pilar and transform 
the street into his vision of what 
he once called a "mini-Disney- 
land." He talks of the growing 
threat of Aids, and says he is de- 
termined to end prostitution in an 
area that has lived off its proceeds 
since the 1970s. 

Bar owners do not claim to be 
victims of the sort of official ex- 
tortion that often goes hand in 
glove with the sex trade. But they do not 
think Mickey Mouse and Snow White fig- 
ure in the equation either. German-born 
Peter Messer, owner of the New Bangkok 
Club, echoes the widely-held view that the 
moral issue is merely a mask for Lim's real 
mission. And that, he claims, is to open up 
choice del Pilar real estate for overseas Chi- 
nese investment. 

“Tf it is а moral issue, then why hasn't 
he shut down the clubs and the whore- 
houses in Chinatown?" asks Messer, a 16- 
year resident of the Philippines, who was 
recently jailed for interfering with police 
work. Says another owner, who prefers to 
remain anonymous: "There are bars open 
two streets away from me. Down in 
Quiapo there are bold shows with girls 
dancing naked. If he's so worried about 
morality, why is he so inconsistent?" 

Deputy Mayor Lito Atienza says the 
Manila City Council is concentrating for 
the moment on the downtown tourist belt. 
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It's all part of the mayor's renewal programme. 


That area, including del Pilar and parallel 
streets from coastal Roxas Boulevard in- 
land to Taft Avenue, will be included in an 
ordinance expected to be passed in the next 
fortnight defining what businesses can op- 
erate there. Bars and pickup joints will not 
be among them. 

"This is all part of our renewal pro- 
gramme," he says, pointing to a presiden- 
tial decree issued 20 years ago which 
sought to re-zone the area. "We are ad- 
dressing different portions of the city in a 
specific manner and merely reflecting the 
wishes of our residents. This is not the end 
of Ermita, it is a new beginning." 

In fact, Ermita was the home of the 
Manila elite until the development of 
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Makati and the neighbouring Forbes Park 
residential estate in the early 1960s saw a 
general move across town, away from Ma- 
nila Bay. Atienza, who grew up in the dis- 
trict, recalls it as being a pleasant place for 
evening strollers and says the new city ad- 
ministration merely wants to return it to 
what it was. 

Most of the del Pilar bar owners are 
Australians, Americans and Britons, who 
complain of the campaign's overtly racist 
tone. Lim, a Filipino of Chinese ancestry, 
has publicly referred to them as “white 
monkeys" and the group of young sup- 
porters whom he recruited to assist in the 
mass closure of the strip on 12 February 
carried one placard saying, "Foreigners out 
— feet first if necessary." 

After having scores of closure orders 
overturned by the courts during the past 
six months, Lim put the del Pilar bars out 
of business by simply refusing to re-issue 
operating licences when they fell due in 
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January. But among those he shut dowr 
were two go-go clubs that were lucky 
enough to have had their licences ex 
tended. Atienza is unable to explain th 
inconsistency. 

An estimated 5,000 dancers and ba 
staff are out of work as a direct result o 
the unprecedented crackdown, and busi 
ness sources say another 35,000 Filipino: 
who benefit in some material way from the 
street could find their own employment ir 
jeopardy as well. The closing of del Pilar i: 
already having an impact on tourism, ir 
the area. 

The Department of Tourism and th: 
private-sector Tourist Belt Businessmen’: 
Association both share Lim's vision of : 
more upmarket Ermita and have had a se 
ries of meetings to establish commor 
ground. Association chairman Dori: 
Magsaysay Ho says it hopes to recapture 
some of the area's pre-war flavour and tc 
come up with a master plan that will even 
tually attract the necessary investment. 

But there do appear to be unspoken res 
ervations about Lim's timing. Unlike Bang 
kok, Manila itself has few attractions fo: 
the visitor. There is no sightseeing to speal 
of, shopping is sparse and good interna: 
tional-standard restaurants are few and fa: 
between. Indeed, apart from one or tw 
five-star establishments, most of the hotel: 
in the Ermita area seem to cater almost ex 
clusively to club-hopping tourists. 

Now the lights are going out in de 
Pilar, a growing number of Western guest: 
in particular are spending only a day ir 
Manila and then travelling on to the forme: 
US base town of Angeles City where 
cheaper accommodation and entertain 
ment has brought a revival of the centra 
Luzon city's once-booming nightlife. 

Faced with continuing uncertainty anc 
reluctance to take on Lim in the courts 
some of the smaller del Pilar bar owner: 
are planning to move their businesses tc 
neighbouring Pasay City, where Mayo 
Pablo Cuneta — father of one of the Philip 
pines’ most popular singers — has indi 
cated a willingness to find some place fo: 
them. But Messer for one is not budging 
And neither are many of the Australiar 
operators. 

Some more cautious operators wonde 
whether they know what they are uj 
against. Fighting City Hall has always beer 
difficult. Fighting Lim will be ever 
tougher. During his long career in law en 
forcement, the stoic, silver-haired mayo 
built up a reputation which fell somewher 
between no-nonsense and notorious. “Не”: 
capable of anything," says one club owner 
“If you're not afraid of Lim you're stupid.’ 

Still, Lim apparently has problems o 
his own. Only days after he left on « 
recent trip to the US, at least four bar: 
opened along del Pilar and were doing : 
roaring business into the early hours o 
the morning. 1 
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Banking on the poor 


o less a figure than President 

Fidel Ramos has put his finger 

on the tragic irony of the Philip- 

pines today: a country where de- 
spite abundant natural resources, half of 
the 63 million population do not have ac- 
cess to such basic needs as adequate food, 
clothing and shelter. 

Despite the need for investment, Filipi- 
nos can no longer afford the trickle-down 
approach based on mammoth infrastruc- 
ture projects supported by international 
charity. Over the years, these projects have 
left us with nothing to show save for a 
US$29 billion foreign debt that hangs about 
our necks like the proverbial albatross. Our 
goal must now be both more grandiose 
and modest — in short, we must change 
the way we treat the poor. 

Given the opportunity and the right in- 
centives, those without sound financial re- 
sources can provide for themselves. For the 
past 11 years, we at Tulay sa Pag-unlad 
Inc. (т5РІ, or Bridge to Progress) have been 
doing just this — treating the poor as en- 
trepreneurs-in-the-rough rather than per- 
petual dependents. Against the all-too- 
common assumption that they do not 
know how to handle money, we have 
found that the poor make money go much 
further than the rest of us, precisely be- 
cause they have so little of it. 

What the poor lack is not ingenuity, but 
credit. I have seen how a loan of US$20-80 
has been transformed into an investment 
providing income for a family of six — and 
this in Malibay, a giant slum that sur- 
rounds Manila airport. Rag-making, um- 
brella repair, food vending: you name it 
and in the Philippines you will find the 
poor using every bit of space, every 
centavo, every piece of junk to generate 
income. I challenge any technocrat to ap- 
proximate the patience, determination and 
creativity of a micro or small entrepreneur. 

This understanding explains why we 
are not in the business of hand-outs. The 
poor earn what they get. All TSPI does is 
provide the credit. Through our three 
credit programmes, we have extended 
loans totalling close to US$4 million over 
the past 11 years, ultimately creating new 
jobs for more than 7,000 people. AII this is 
based on the recognition that thousands of 
small, self-sufficient enterprises are far 
more valuable to the Philippine economy 
than a few dozen aid-dependent projects. 
Even in developed countries such as the 
US, small business is responsible for most 
»f the job creation. 
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By Benjamin T. Montemayor 


Our latest programme, the Kabuhayan 
(Livelihood) project, follows the approach 
of the highly successful Grameen Bank of 
Bangladesh, in which we give non- 
collateralised loans of US$20-80 to poor 
women. TSPI also gives larger loans: our 
individual lending programme lends 
US$2,000-8,000 to small entrepreneurs with 
expanding businesses in Metro-Manila. 

Our experience here has been that for 
each US$1,200 invested, one job is created. 
This ratio is far better than the US$9,600 
average reported by large firms registered 
with the Board of Investment, or even the 
US$2,000 reported by smaller firms to the 
Department of Labour and Employment 
in 1989. On top of this we also provide 
loans, training and ad- 
ministrative support to 
six provincial partners 
and 24 other non- 
governmental organisa- 
tions and cooperatives 
involved in enterprise 
development. We give 
them loans of between 
US$2,000-20,000 which 
they, in turn, re-lend to 
their micro-beneficiaries. 

What have we learned 
from all this? We have 
learned that the poor do 
quite well with credit, not 
only repaying their loans 
but even saving a little. 
Our repayment rate is 
about 95%, which is 
higher than many banks 
in the Philippines and 
other Third World na- 
tions. 

Part of what makes us 
different is our approach 
to the way we have tried 
to change banking. For 
the poor and inex- 
perienced, going to a bank can be an in- 
timidating experience. They have to be 
properly dressed, pass security guards, 
wait until they are summoned and then fill 
out complex papers they often cannot un- 
derstand. This makes people feel more vul- 
nerable. By contrast, we go directly to the 
homes of the poor. 

To be sure, this is not without its added 
expense. As bankers are quick to point 
out, lending US$200 is almost as costly as 
lending US$200,000. Bringing micro credit 
to the doorsteps of the poor consequently 
raises the initial transaction cost by 20% to 
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What the poor 
in the 


40% on average. That is why we charge 
interest rates that are at least as high as 
the market rate. Still, we have found that 
small loans lent at as high as 40% a year 
are well within the means of the poor if it 
helps bring them self-sufficiency. And 
these high market rates have to be set 
against the local loan sharks who tradi- 
tionally are their only alternative, but of- 
ten charge 20% per week or per month. 

Some banks are beginning to see the 
potential here. For the last four years, TSPI 
has forged a partnership with the largest 
local commercial bank, the Bank of the 
Philippine Islands (ВРІ). BPI has extended 
us a credit line of US$120,000, which we 
on-lend to micro and small entrepreneurs. 
In addition, we have also 
worked out a mutual re- 
ferral system where we 
ask our clients, after a se- 
ries of loans with us, to 
go straight to the bank 
for their bigger loan re- 
quirements. We hope 
that our success here will 
lead to the day when 
Philippine banks will 
strike commercially 
sound linkages with non- 
governmental organisa- 
tions such as TSPI to pro- 
vide credit to the poor. 
And ultimately we hope 
to see the poor going di- 
rectly to the banks for 
credit. 

Credit, of course, is no 
panacea for poverty. But 
the success of groups like 
ours ought to prove that 
in overlooking the poor 
the Philippines has also 
been overlooking its 
greatest resource. Our 
people may not work in 
the big factories featured in glossy aid bro- 
chures, but they are successful in their own 
enterprises as candy makers, tricycle driv- 
ers, bakers, weavers, seamstresses. Many 
have moved from impoverished depen- 
dents to small businessmen providing jobs 
and opportunities for others. Perhaps it is 
time that we stop looking solely at what 
the poor consume and begin appreciating 
how much they might create. " 


Benjamin T. Montemayor, executive director 
of төрі, has many years of experience with gov- 
ernment and private banks in the Philippines. 
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Traveller s Tales 


Yongpyong Ski Resort, 

SOUTH KOREA 

he elementary school-age Korean 

boy had only recently had a cir- 

cumcision. What he was doing on 

an expert slope at South Korea's 

largest ski resort went unexplained, as at 

the moment it seemed more important 
simply to help him off the mountainside. 

This Traveller and a friend steadied the 
boy and helped him back into his skis, only 
to discover he was a rank amateur, capa- 
ble only of bow-legged snow-ploughing at 
an excruciatingly slow pace. We watched 
over him as he carved a series of triangles 
with his skis into the powder on the steep 
slope, until he collapsed into a column of 
Koreans taking lessons on how to ski "up" 
the mountain, step by inexora- 
ble parallel step to the peak, or 
about 1,700 metres. 

The famed tenacity of the 
Korean people is everywhere 
evident at Yongpyong Ski Re- 
sort, which appears abruptly 
amid the rugged Soraksan 
mountain chain on the north- 
east coast of the country. Peo- 
ple of all ages were out on the 
slopes trying to master a clearly 
new sport, accompanied (or 
more often, it seemed, aban- 
doned) by the few nimble ski- 
ers, who apparently had al- 
ready passed the gruelling test 
of skiing up the mountainside. 

Among foreign ski buffs 
who have ventured onto the 
slopes of the peninsula, the saying goes 
that Koreans ski like they drive — never 
straight, always forward, and with nary a 
glance over their shoulder. But just as the 
Koreans have acquired better driving hab- 
its since taking to the road en masse over 
the past five years, so, too, have they ap- 
parently become more considerate of their 
fellow skiers on the slopes. 

For starters, aspiring skiers in the capi- 
tal must first survive a nerve-wracking 
four-hour drive from Seoul across the pe- 
ninsula to Yongpyong — on a two-lane 
mountain road that is mislabelled an "ex- 
pressway" on Korean maps. For this Trav- 
eller, this experience was followed by two 
days on the slopes, skiing alongside many 
reckless wonders, but few thoughtless 
enough to endanger the life or limbs of 
their fellow vacationers. 

There were, of course, more than a few 
spectacular high-speed wipe-outs wit- 
nessed in those two days, complete with 


skis akimbo and often airborne, and with 
enough powder kicked up to obscure com- 
pletely the unlucky tumbler for many sec- 
onds. But this Traveller was fortunate in 
that the closest he came to a full collision 
occurred when an older woman who was 
racing down one of the beginners' slopes 
chanced to clip the tips of his skis. 

She plunged face first into the icy snow, 
and emerged seething with anger. But 
when she realised that the man who was 
helping to gather her scattered skis and 
poles was a foreigner, she did not raise a 
fuss. It was then that this Traveller discov- 
ered an important difference between driv- 
ing and skiing in South Korea: on the road, 
an accident is always the foreigner's fault, 
but on the slopes there was no effort made 





Skiing seems to bring out the best in Koreans. 








to discuss "compensation." 

Indeed, skiing seems to bring out the 
best in the Koreans and their culture. 
Though the people worship mountaineer- 
ing and the great outdoors, it is a rare day 
in South Korea when an individual can es- 
cape the crush of humanity. There are 43 
million people squeezed into a country of 
99,000 square kilometres. People, people 
everywhere is especially the bane of the 
nation's parks and resorts. 

But on the steeper slopes at Yongpyong, 
there was relative solitude, and a camara- 
derie among those who had successfully 
escaped the hordes of vacationers. A local 
college student, while riding on a ski lift, 
confided that he was ^not a very good 
skier" but that he simply likely leaving eve- 
ryone else "at the bottom of the mountain." 
In fact, so poor was his balance and coordi- 
nation that, after reaching the very top, he 
fell off the lift and jarred loose his skis, 
lending credence to the idea that he indeed 
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was not a very good skier and had as- 
cended the heights merely to leave his fel- 
low men behind at the bottom. 

Perhaps the most enjoyable moments of 
the trip were spent on the ski lifts. When 
the chairs near the top of the mountain, the 
quiet beauty of the bitter and windy Ko- 
rean winter is seen in the endless chain о! 
snow-sprayed mountains stretching into 
North Korea. It is heard in the soft crack of 
icicles dropping silently from the pines to 
the crunchy snow below. 

The skiing itself does not compare with 
the US West Coast or Switzerland, but is 
equal to the better ski resorts on the US 
East Coast. The vertical drop of the upper 
slopes would challenge most good skiers, 
as would the sheets of ice that lurk under 
several inches of powder. The 
runs are long enough for those 
seeking to traverse the moun- 
tain at top speeds in about 15 
minutes, but boast enough mo- 
guls for the less adventurous tc 
perfect their techniques а! 
slower speeds in about half an 
hour. 

On weekends, the legendary 
12-abreast queues for a three- 
seat chair lift are reportedly yet 
another adventure in Korean 
vacationing. But on non-peak 
days the lines are short and the 
people-herding maze of chains 
in front of the rental equipment 
area is forlornly empty. 

Like most ski resorts, 
though, the best part ol 
Yongpyong is the apres-ski entertainment 
It is here that Korean culture is at its best. 

After a long day skiing, brandy is, o! 
course, de rigueur now in Korea. This is 
complemented by the similarly revivalis! 
powers of fiery kimchi soup and spicy con: 
diments served with rice. This is followec 
by a good night's sleep on a bed kept warm 
by circulating boiling water through pipe: 
under it so that the heat eases the ache: 
and strains of a day's skiing. 

If, on the following day, it is the slope: 
that beckon, then one is better preparec 
having been warmed both inside and ou 
the night before. If it is the drive home tha: 
must be faced, at least a good night's sleer 
in a warm bed will have prepared botl 
driver and passengers for the most dan: 
gerous part of skiing in South Korea — tht 
drive back to Seoul. 1 
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Ed Paisley is а REVIEW correspondent in Soutl 
Korea. 
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Fly JALs First or Executive Class 
and get a free seat. 





The New Tokyo International Airport Terminal 2 is home 
to JAUs two new Sakura (First) and two Executive Class 
lounges. The only lounges with more space and more seats 
for you to enjoy before, during or after your trip. 

Relax in an atmosphere designed to provide you with 
total comfort and service. Sit back and put your feet up in our 
special relaxation areas. Try a light snack from our coffee 


There's a seat waiting for you in four of Narita's most spacious new lounges. 





bar. There are libraries. Audiovisual rooms*. Even business 
centres so you can stay in touch with the rest of the world 
before you fly away from it. 

It's a world of comfort that is second nature to us. But 
might be new to you. 

JAUs new Sakura and Executive Class lounges. Тһе 
best seats in the house don't come cheap. They come free. 
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Speakers address the crowd on the grounds of lolani Palace dying a ceremony to mark the overthrow of the Hawaiian monarchy. 


HAWAII 


Trouble in paradise 


Ethnic movement for self-rule gains momentum 


By Edith Terry 


he crowds spreading across the 

immaculate lawn of Honolulu’s 

Iolani Palace on a balmy day in 

January could easily have come 
just for the hot dogs and the laid-back, 
lilting island music. But the black bunting 
hanging from the balconies of the palace, 
the Hawaiian royal flag fluttering from the 
palace flag pole, and a raised platform for 
television crews told a different tale. They 
reflected the mounting political clout of an 
ethnic Hawaiian rights movement in the 
50th US state. 

At the gathering, called to mark the cen- 
tennial of the overthrow of the Hawaiian 
monarchy, leaders of the ethnic Hawaiian 
movement hammered at the theme of self- 
rule for Hawaii. Some preached secession. 
“Our nation was an independent nation; 
why do we want to settle for anything 
less?” Hayden Burgess, a secessionist and 
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head of the Institute for the Advancement 
of Hawaiian Affairs, lectured the crowd. 
“It is not impossible to be an independent 
nation. Miracles are happening every day.” 
The 14-17 January overthrow observ- 
ance was in stark contrast to the usual tour- 
ist fare celebrating “Hawaiian culture” 
with hula girls and surfers. In a dawn 
march to the palace, some 15,000 people 
chanted sovereignty slogans and held aloft 
a child of royal Hawaiian lineage, 
Kalokuokamaile П. A lengthy street play 
re-enacted the 1893 rebellion by whites 
(known here as /ао/еѕ), mostly American 
sugar planters, backed by four boatloads 
of US troops and the US ambassador. 
Leading the current debate are a coterie 
of young, highly educated, ethnic Hawai- 
ians based at the University of Hawaii, the 
Governor's mansion, and other pillars of 
the state's cozy establishment. The middle- 
class intellectuals of the Hawaiian sover- 
eignty movement are shooting for a lesser, 
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though still ambitious, goal — carving out 
as much as a quarter of the islands’ 42 
million square acres as a Hawaiian home- 
land, with Hawaiians paying taxes to 
elected representatives of a Hawaiian gov- 
ernment. The US Government would re- 
main in charge of defence and most legal 
and diplomatic matters, but the Hawaiians 
would have control over land and resource 
rights. 

The “nation-within-a-nation” approach, 
modelled after agreements forged after 
1970 between the US Government and 
some 300 Indian tribes, has plenty of advo- 
cates. The most important of them is Gov- 
ernor John Waihee, a Лара haole who is 
more than 50% Hawaiian. 

At his inauguration in 1986, Waihee 
praised the use of the Hawaiian language 
and honoured 19th century Hawaiian 
kings David Kalakaua and Kamehameha I. 
In January, during the centennial of the 
overthrow, he touched off a furore by or- 
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dering the US flag lowered over the state 
legislature building and Iolani Palace, 
leaving the royal Hawaiian flag to fly 
alone. 

Hard on the heels of the flag contro- 
versy, the state-run Office of Hawaiian Af- 
fairs (OHA) submitted legislation to hold a 
constitutional convention for Hawaiians as 
early as next autumn. The proposed date 
for the convention, 2 September, is the 
birthdate of Queen Lili'uokalani, the last 
regal resident of Iolani Palace. The deposed 
queen argued uselessly for the remainder 
of her life that the US had abrogated its 
own diplomatic treaties when it annexed 
Hawaii in 1898. 

With a price tag of US$3 million in state 
budget appropriations, the constitutional 
convention would be the most sweeping 
effort to date to empower Hawaii's 218,000 
ethnic Hawaiians. Its critics within the sov- 
ereignty movement say that the conven- 
tion will be overwhelmingly tilted towards 
Oahu and its highly urbanised residents, 
with 66 out of 101 delegates. "We're not 
going to have a constitution reflecting tra- 
ditional values because those communities 
will be shut out," said Mililani Trask, an 
attorney and head of Ka Lahui, a sover- 
eignty organisation of about 14,000 mem- 
bers. 


Public battles between the Ka Lahui or- 
ganisation, which drafted a constitution 
and enacted its own provisional govern- 
ment in 1987, and OHA have helped to give 
the sovereignty movement as a whole a 
reputation for divisiveness and infighting. 
Ka Lahui leaders claim that OHA is too 
closely tied to the state's Democratic Party 
machine. OHA retorts that its voting base of 
about 50,000 is nearly four times as large 
as Ka Lahui's. 

According to Trask, the major problem 
with the state's plan is that it makes no 
provision for Hawaiian land claims. “You 
can recite a hundred different rights over 
land but that doesn't mean anything if you 
don't have a single acre," she said. 

By far the most acrimonious debates 
within the Hawaiian sovereignty move- 
ment have been over land. In 1848, under 
pressure from foreign residents, King 
Kamehameha III carried out a land divi- 
sion called the "Great Mahele,” in which 
property rights were established and some 
1.78 million acres set aside for the use of 
the government and crown. Both govern- 
ment and crown lands were turned over to 
the federal government in 1898, then re- 
‘urned to the state of Hawaii when it was 
admitted to the union in 1959. The federal 
zovernment retained 350,000 acres for its 
dwn use. 

The crux of the debate is over the use 
ind control of the Kamehameha lands. 
Most of the islands’ airports, roads and the 
Jniversity of Hawaii were built on former 
dawaiian lands, and the annual revenues 
rom rents are at least US$45 million. Past 
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efforts by the state and territorial govern- 
ment at restitution have been disastrous. 

A state commission set up in 1920 to 
parcel out 187,000 acres as Hawaiian 
"Home Lands" has handed out more land 
to non-Hawaiian business enterprises than 
to Hawaiians in a ratio of three to one. A 
peculiarity of history, which made the Ha- 
waiians wards of the state, also made it 
impossible for them to seek legal redress 
against the state for abuses involving the 
homesteading lands. As of the middle of 
last year, a total of only 5,889 homesteads 
had been approved, and only 3,817 of those 
were on plots with sufficient infrastructure 
to allow the lessees to move in. In a good 
year, the Department of Hawaiian Home 
Lands may grant several hundred home- 
stead leases; the waiting list is 23,536 appli- 
cations long. 

Despite the spats between Ka Lahui and 
OHA, the sovereignty movement has clearly 











Statue of King Kamehameha I. 


picked up steam since the late 1980s. Hui 
Na'auao, a consortium of 40 sovereignty 
groups set up a year and a half ago to con- 
duct educational workshops on sover- 
eignty, is an example of the way the move- 
ment has broadened. "We're trying to 
bridge those burnt bridges, to put out olive 
branches to the maximum extent possible,” 
said Mahealani Kamau’u, executive direc- 
tor of the Native Hawaiian Legal Corp. and 
a Hui Na’auao member. “After so many 
decades of being used and abused people 
are mistrustful.” 

The University of Hawaii’s Centre for 
Hawaiian Studies, set up in 1987, has also 
played a highly visible role in focusing at- 
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tention on Hawaiian issues, sometimes to 
the discomfort of those who find the rheto- 
ric of its director, Hanauni-Kay Trask, too 
radical for their taste. Trask, who is the sis- 
ter of Mililani, and other faculty have been 
enthusiastic advocates of Ka Lahui on the 
university campus. 

A nagging problem is defining the con- 
stituency of the sovereignty movement. A 
million or more Hawaiians may have lived 
on the islands before their discovery by 
Captain James Cook in 1778. Over the next 
hundred years, western diseases caused a 
stunning population collapse. Today, by a 
strict count, there are fewer than 5,000 
pure-blooded Hawaiians; a 1990 survey 
that asked respondents to identify them- 
selves under a single ethnic category but 
didn't rule out mixed parentage found 
138,700 Hawaiians. The most generous sur- 
vey of all, in 1988, found 240,000 people 
who had a Hawaiian ancestor within the 
last three generations, about 20% of the 
present population of the islands. Among 
the fiercest advocates of Hawaiian sover- 
eignty, the surnames are glaringly foreign 
— Trask, Burgess, Blaisdell, Gill and Ross, 
to name a few. 

Outside the ethnic Hawaiian commu- 
nity itself, reactions to the movement by 
Hawaii residents and visitors range from 
sympathy, tinged by liberal guilt, to scepti- 
cism, disbelief and even anger over the 
governor's flag-lowering episode. 

Many of the harshest critics take the se- 
cessionists at their word. Richard Baker, a 
foreign policy analyst at the East-West Cen- 
tre in Honolulu, said: “It’s the one territory 
occupied by Pacific islanders about which 
it is simply implausible to think about in- 
dependence. The population is so over- 
whelmingly not Hawaiian, and the Hawai- 
ian community itself it so divided on the 
issue. Most people want to be American as 
well as whatever else they want to be." 

The most hopeful signs for the Hawai- 
ian movement may be found at the far end 
of the Polynesian triangle, in New Zealand. 
The Maori movement coalesced in the 
1980s under the leadership of young, 
highly educated, urban activists and has 
made significant inroads on issues ranging 
from the disposition of Maori treaty lands 
held by Crown corporations to Maori 
rights over traditional fishing grounds. 

The Maori example has given Hawai- 
ians "confidence that anything is possible," 
said Terence Wesley-Smith, a professor of 
Pacific Islands Studies at the University of 
Hawaii. "For some years the Maoris have 
argued the need for partnership, and that 
has been realised to a large extent." 
Whether the Hawaiians achieve similar 
gains seems only a matter of time, with the 
current confusion in goals setting the stage 
for a significant political coalition. и 


Edith Terry is Journalist-in-Residence at the 
East- West Centre in Hawaii. 
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NEC is reaching out. As far as outer space. 

NEC is a leader in broadcast satellites, satellite earth stations, and related equipment. 
NEC's C&C technology — the merging of computers and communications — provides the 
computerised control systems needed in space and on the ground. 

In fact, we're the world's number-one maker of the satellite dishes that uplink 
broadcast and telecommunications signals. Look in the suburbs of Singapore, the 
islands of the Philippines, or on the rooftops of Manhattan. You'll find NEC earth 
stations busy uplinking everything from long-distance calls to TV pictures of long: 
distance runners. 

C8C technology. Anywhere you look, from office space to outer space, it's working to 
make sure your future continues to look up. 
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make or configuration of computer hardware. 
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like an exclusive AccuColor" control system let you adjust on-screen colours with digital 
precision. A flatter square screen gives you a distortion-free image right out to the corners. 
Revolutionary resolution. Higher refresh rates provide the flicker-free images demanded by 
windowing environments. And the base swivels and tilts so your neck doesn't have to. 

MultiSync monitors. Not just the best choice. The safest choice, too. Reduced Magnetic 
Field" technology lowers static and electromagnetic emissions to meet even the stringent 
Swedish MPR II guidelines. 





We have changed our corporate mark to [М] p= 
reflect our new vision for the 21st century. 


Ash 4-9 та S О: CX BITE 





CHILDREN’S ART 


Cambodian dreams. 





A children's human rights painting contest sponsored by the UN was held recently in Cambodia. The 
winner, 12-year-old Srong Sophy, drew a peaceful hamlet nestling inside a human palm, surrounded by 
clouds. Her work and that of two other finalists is presented here. 





Finalist Tai Romany, 15, stressed the right to vote of the handicapped and of monks, while another contestant Sina Sanath, 9, depicted the 
equality of all children. 
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Crazy shaman 





A Thrice Told Tale: Feminism, 
Postmodernism & Ethnographic 
Responsibility by Margery Wolf. Stanford 
University Press. US$29.50. 


Margery Wolf first went 
to Taiwan in 1959 as an 
“anthropologist’s wife” A 
and lived in a village close 
to Taipei for several years. 
She later became an anthro- 
pologist in her own right, 
penning several important 
books on women in main- 
land China. 

When she was an an- 
thropologist’s wife Wolf 
wrote a “fictional” piece 
entitled The Hot Spell, pub- 
lished here for the first 
‘ime. The story revolves 
iround a peasant woman 
who goes “crazy,” or more 
iccurately, how a village decided a dis- 
urbed woman was insane and not pos- 
iessed by a god or spirit, and therefore not 
і tang-ki (shaman). The story is fiction 
ased on fact, but is fiction nonetheless be- 
'ause time sequences are changed and "at- 
nospheric" additions made. 

The next chapter reproduces fieldnotes 
nade by Wolf, her husband and their Chi- 
rese research assistant in 1960. The inci- 
lent caused a month of uproar and com- 
notion as the villagers gathered outside 
he woman's home to act as both witnesses 
nd judges of her behaviour. The fieldnotes 
ecord: “As she talked she continued to 
nake bai-bai [worshipping] motions, jump 
bout, and finally fell over backward on 
he ground. She lay there for some time 
nd Wu Chieh [the research assistant] said 
vhen Mrs Tan opened her eyes only the 
vhites were visible. After a bit, Mrs Tan 
ot up and told everyone to go away, say- 
1g, ‘If you don't and you meet something 
ad [by implication, a ghost], don't blame 
ie.’ People moved off to the edge of the 
ard, some of them whispering, some of 
лет laughing . . . " 

The next chapter presents a standard 
nthropological analysis. Thus we have a 
de “thrice-told,” suggestive of Kurosawa's 
ramatic presentation of different accounts 
f a murder in the film Roshomon. 

Why wasn't the woman in the village 
*cognised as a shaman? From the fiction- 
lised tale it is not clear, although we get a 

ood "feel" for the events. The analytic ac- 
»unt, on the other hand, looks at the na- 
{ге of Chinese peasant religion and vil- 
ge social structure and seeks to demon- 
rate that social factors weighed against 
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THRICE 


TOLD 


TALE 


FEMINISM. POSTMODERNISM 


& ETHNOGRAPHIC RESPONSIBILITY 


MARGERY WOLF 





the woman's acceptance as a shaman. Her 
gender, the fact that she did not come from 
the dominant Lim lineage in the village 
and the fact that her husband was lazy all 
ensured that she would not be accorded 
the status of a tang-ki and that her ravings 
would be dismissed as those of a crazy 
rather than a possessed woman. 

In the end, the short story gives the best 
feel for the complex relationship between 
Wolf and her informants. Her research as- 
sistant, raised by Christian 
missionaries, believed 
Westerners thought that 
possession was mere su- 
perstition, hence she was 
sometimes reluctant to pass 
on information. Wolf 
writes: "Wu Chieh was 
having trouble meeting my 
eyes. There was a 
squirminess in her manner 
that I had seen before when 
a subject of our research 
touched on a belief or 
custom she wished to 
avoid . . . To give her time, 
I launched into a brief lec- 
ture on the nature of men- 
tal illness . . . She politely ignored me and 
peeled an orange.” 

While the book often speaks only to an 
academic audience the skilful weaving of 
these thrice-told tales is an intriguing ac- 
count of how a line can be drawn between 
fiction and fact. m Grant Evans 


Grant Evans teaches anthropology at the Uni- 
versity of Hongkong. 





Water babies 


Liquid Life: Abortion and Buddhism in 
Japan by William R. LaFleur. Princeton 
University Press, Princeton. US$25. 








It is a sure sign of the 
“decline of the West” that 
sexuality has come, espe- 
cially in America, to domi- 
nate the political agenda to 
the virtual exclusion of 
other matters, with abor- 
tion being one of the most 
bitterly contested battles. 
Gallantly into the fray from 
the Eastern flank comes 
William LaFleur, professor 
of Japanese and humanities 
at the University of Penn- 
sylvania and his book Lig- 
uid Life: Abortion апа Bud- 
dhism in Japan. 

Japan has been de- 
scribed as an "abortion heaven" owing to 
its relative acceptance of the practice, and 
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the effective way in which Japanese society 
copes with the resulting individual and col- 
lective guilt. LaFleur's book presents both 
the historical development of Japanese 
thinking on abortion and the range of the 
current debate. 

Both the neo-Shintoists and the neo- 
Confucianists of early modern Japan, for 
different reasons, held abortion to be a 
criminal and immoral act. Buddhism, by 
contrast, largely accommodated an appar- 
ently instinctive popular remedy to the 
over-production of offspring, called by 
Japanese peasants mabiki, the “thinning of 
rice seedlings.” This metaphor, LaFleur 
demonstrates, was important in allowing 
those involved to distance themselves from 
their guilt. 

More significantly, Japanese Buddhist 
doctrines of transmigration allowed 
aborted foetuses to be seen as mizuko, or 
“water babies,” who exist in a realm be- 
tween heaven and earth. Not fully human, 
they are nevertheless deemed conscious of 
their parents’ responsibility for “flushing” 
them back towards the spirit world, and 
are thought to exact revenge if their par- 
ents do not perform ritual acts of contri- 
tion. This the parents do (at great expense) 
in Buddhist temples. 

Buddhists are nevertheless under a 
strict injunction to refrain from harming all 
life, which includes foetuses. This theoreti- 
cal impasse is by-passed by playing moral 
percentages, arguing that the need to show 
compassion to the pregnant woman over- 
rides the first imperative. While not a per- 
fect solution this casuistry is surely less bla- 
tantly hypocritical than the argument often 
heard in the West that the foetus has no 
claim on life whatsoever, while less poten- 
tially tyrannical than the position that any 
termination is simply murder. 

That does not mean there is little to be 
learned from this learned book. It is only 
because of the strength of the Japanese 
family system, the everyday use of meta- 
phor and the real presence of a spiritual 
dimension, that abortion can be practised 
relatively easily. Remove 
any of these supports and 
it becomes — as it is in- 
creasingly in Japan — prob- 
lematic. It is no paradox 
that the Buddhist clergy, 
while still condoning abor- 
tion, condemn the new sin- 
gle lifestyle and less family- 
oriented sexual mores of 
Japanese youth. One lesson 
to be drawn from Liquid Life 
is that life must be held sa- 
cred — which still, in the 
West, begs the question of 
the status of the foetus. 

m Nick Bradbury 


Nick Bradbury is a freelance writer based in 
Ontario. 
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INNOVATION 


Communicating too well 


hen a new company in Silicon 

Valley has a bright idea and 

recruits established companies 

to help turn it into reality, 
sceptics call it “alliance-ware.” The most re- 
cent example is General Magic, a spin-off 
from Apple Computer, whose leading 
lights include Bill Atkinson and Andy 
Hertzfeld, two members of the team that 
designed Apple’s user-friendly Macintosh 
computer. 

In February, General unveiled its idea 
and alliance of heavyweight companies 
committed to building products based on 
it. Among the supporters drawn from the 
creme de la creme of the electronics indus- 
try are AT&T and Motorola of the US, 
Matsushita and Sony of Japan and Philips 
of the Netherlands. 

General Magic wants to bring user 
friendliness to an emerging category of 
products known as personal com- 


puter chief executive John Sculley. 

At a June 1992 consumer-electronics 
show in Chicago, Sculley announced that 
Apple would begin shipping a new pro- 
duct called Newton in early 1993. He said 
the personal digital assistant, which would 
be able to exchange messages with other 
Newtons by radio, would sell for less than 
US$1,000 and open a huge market for the 
electronics industry. 

This, too, sounded fine at the time, but 
reality has set in. A recent survey in the 
San Jose Mercury News, Silicon Valley’s lo- 
cal daily, estimated that the bill for the 
components needed to make a Newton 
would come to more than US$900. Add on 
profits for the manufacturer (Sharp of |а: 
pan), retailers and Apple, the newspaper 
said, and Newton would have to list for 
more than US$2,000. 

The Mercury's arithmetic gained cre- 





municators. These hand-held de- 
vices combine the features of elec- 
tronic organisers, pen-based com- 
puters, facsimile machines and cel- 
lular telephones. 

The company is developing 
two programs. One, called Magic 
Cap, will set the stage for software 
houses to develop applications for 
personal communicators. 

The user interface of the Mac- 
intosh is based on a desktop meta- 
phor, as the icons on its screen 
represent familiar objects like 
documents and folders. Magic 
Cap’s metaphor, High Street, has 
a post office for sending messages, 
a bank for transactions and a li- 
brary for database access. 

The other program, Telescript, is in- 
tended to enable “intelligent” communica- 
tions between personal communicators. An 
example of intelligence would be “can at- 
tend /can't attend" buttons on an electronic 
invitation. Pushing one button would send 
the appropriate response — and, no doubt, 
make the appropriate entry in the commu- 
nicator's electronic calendar. 

АП this sounds fine, but General Magic 
has yet to demonstrate either of its pro- 
grams, which is the cause of scepticism in 
Silicon Valley. "Demo or die" is a maxim 
among researchers; anything that cannot be 
demonstrated is known derisively as 
"hand-waving." 

General Magic is by no means the only 
company in the industry that is waving its 
hands about personal communicators. An- 
other notable hand-waver is Apple Com- 
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The personal-communicator market is set to boom. 


dence from an announcement in Novem- 
ber of a personal communicator by EO, a 
company down the road from General 
Magic in Mountain View, California, and 
backed by two of the same sponsors, AT&T 
and Matsushita. Prices for the device, 
which EO is to begin shipping soon, begin 
at US$2,000. 

Sculley has admitted that he is "less and 
less convinced that there is a consumer 
market for these things in the near term." 
In February, he told reporters in Tokyo that 
the Newton would not be introduced until 
mid-year. Even then, it is unlikely that 
early versions of the device will have the 
ability to communicate with each other by 
radio. The infrastructure to enable the 
"anywhere, anytime" communication that 
personal communicator proponents rave 
about is simply not in place. 
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EO's personal communicators ge 
around the problem of transmitting anc 
receiving messages in two ways. Thi 
cheaper versions plug into a regula 
phonejack increasingly found on hote 
phones and on public pay phones at air 
ports. 

The more expensive models, which sel 
for up to US$4,000, incorporate a cellula 
telephone. Despite the high price, EO say: 
personal communicators should be popu 
lar among travelling executives, insuranct 
salesmen and claims adjusters, and repair 
men. 

EO expects the market for its persona 
communicators to soar to 100 million item 
by the year 2000. But such a figure is typi 
cal of the hype that surrounds the nascen 
personal-communicator industry. 

More realistic assessments come fron 
two US companies already in the busines: 
of providing two-way digital radi 
services. The older of the com 
panies is Ardis, a 10-year joint ven 
ture between IBM and Motorola 
Originally set up to support IBN 
field workers, Ardis is looking tt 
expand to encompass the needs o 
white-collar workers like insuranc 
salesmen. 

The other company is RAN 
Mobile Data, a joint ventur! 
formed in 1991 by BellSouth Enter 
prises, the third-largest cellula 
telephone company in the US, anc 
RAM Broadcasting. As befits a nev 
company without a customer base 
RAM Mobile has a more ambitiou: 
vision than Ardis. The compan’ 
hopes to tap into two markets: thi 
15 million Americans who us 
desktop computers to send and receiv 
E-mail and the 12 million others who carr 
pagers. 

In addition to setting up its own nation 
wide network of transmitters, RAM Mo 
bile has formed a strategic alliance wit) 
Hewlett-Packard, RadioMail and Ericsso: 
GE. Hewlett-Packard's 95LX palmtop com 
puter is used as the terminal of the per 
sonal communicator, while Ericsson GE' 
lightweight radio modem enables the ter 
minal to communicate. RadioMail provide 
the software for wireless E-mail. 

The name of the partnership's produc 
is Viking Express. To prime the pump, Vi 
king Express is priced competitively a 
US$995, but users will have spend anothe 
US$775 for the modem. Will customer 
bite? Silicon Valley sceptics are not con 
vinced. m Bob Johnston 
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Tokyo's Narita airport: Japan and the US are engaged in a tug-of-war over Asian air travellers. 
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Dogfight over Asia 


Japan and the US are girding for battle over American airlines’ share of 
Asia-Pacific flights. Unusually, the US has most at stake — and other 
Asian governments may like Japan to emerge the victor. 


By Michael Westlake in Hongkong and 
Melana Zyla in Washington 


hroughout the summer of last 

year, the pattern was repeated. 

Three times a week, a Northwest 

Airlines Boeing 747 from New 
York landed at Itami airport in Osaka, Ja- 
pan, and rolled up to the terminal. Of the 
400 or so passengers on board, roughly 300 
picked up their belongings and disem- 
barked — to be replaced by a similar 
number who had paid only to fly the sec- 
ond leg of the flight to Sydney. 

Airborne commerce in action? Not to 
Japanese aviation officials, who viewed 
Northwest's pick-ups in Osaka as right- 
fully the customers of Japanese airlines. 
Pointing to a 40-year-old agreement be- 


40 


tween Washington and Tokyo, they in- 
structed Northwest in late 1992 to ensure 
that no more than 50% of its Sydney-bound 
passengers were boarded in Japan. 

Tokyo’s and Washington’s differing in- 
terpretations of the “beyond,” or “fifth- 
freedom,” rights in the 1952 accord now 
threaten to spark an aviation trade battle 
between the two governments. Talks in 
Washington on 24-25 February broke up 
with agreement only to negotiate again at 
a future date, and each side hinting at re- 
taliation against the other. 

This dispute, though, could be different 
from other US-Japan trade wrangles in two 
important respects. First, whereas Japan 
runs a surplus in its overall trade with the 
US, in air services the imbalance favours 
American carriers — meaning they could 
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have most to lose if the beyond-rights dis 
pute escalates. Moreover, similar imbal 
ances exist in air travel between the US an 
other Asian countries, as well as with Eu 
rope. The current dispute, therefore, wi 
be keenly watched by other government 
who also think US airlines have too big 
share of air-travel markets. 

Besides historical factors, the argument 
are rooted in the changing demographic 
of US-Asia air travel, not to mention th 
painful losses that American carriers ar 
suffering on their domestic routes. 

"The number of American travellers i 
the Asian region is decreasing as a percen 
age of the total, and US carriers cannot e 
pect to develop their fifth-freedom іта 
to support their primary traffic, 
Chatrachai Bunya-ananta, president of th 
Orient Airlines Association, said in earl 
February. “It is time for the US and Eurc 
pean carriers to face the fact that the Asia 
carriers are well able to serve the needs ¢ 
the Asian market, even with all its poter 
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tial for huge expansion." 

Besides heading the airline association, 
a grouping of 15 of Asia's major carriers, 
Chatrachai is president of Thai Airways 
International. Thailand allowed its agree- 
ment with the US to terminate in 1990, and 
flights between the two countries are now 
operating under a standstill arrangement 
which freezes services at current levels 
pending negotiation of a new accord. Com- 
plaints about the US' share of capacity have 
also been voiced in Australia, Hongkong, 
Indonesia, Taiwan, and South Korea, and 
in France and Germany. 

Like Japan, Australia has acted against 
Northwest, claiming that its pick-ups in 
Osaka are poaching business from Austral- 
ian airlines. Canberra has told Northwest 
it may board Sydney-bound passengers on 
only two of its three weekly flights from 
Japan. 

Northwest responded late last year by 
filing a formal complaint to Washington, 
citing both Japan and Australia. It was 
joined in the action by fellow US carrier 
United Airlines, which wants to start a 
New York-Tokyo-Sydney service, but has 
seen its plans delayed by the disagreement. 

How far the US-Japan dispute may go 
is difficult to gauge, but both Tokyo and 
Washington are digging in their heels. 
New US Transport Secretary Federico Pena 
has called Tokyo's instruction to 
Northwest "a most serious viola- 
tion" of the US-Japan air-services 
agreement. 

According to administration 
sources in Washington, the US au- 
thorities are now debating whether 
to pursue the issue through further 
negotiation, or by imposing retalia- 
tory sanctions on Japanese flights 
through the US. Washington's scope 
for tit-for-tat action, however, is se- 
verely limited. 

Japan, for its part, has proposed 
that the dispute be put to arbitration 
(a suggestion Australia has en- 
dorsed), though without specifying 
what forum would decide the issue. 
In parallel, however, it is discussing a rene- 
gotiation of the 1952 accord to redress 
longstanding Japanese concerns. Transport 
Ministry sources say that if the US refuses 
to agree new terms — which probably 
would require a cut-back in US flights — 
Tokyo may serve 12 months’ notice of ter- 
mination of the accord. This would prob- 
ably result in current services being frozen, 
as іп the Thai case. 

The leverage Washington can exert in 
he dispute is constrained because Japan 
лав much the smaller share of the air-travel 
»usiness between the two countries. Seven 
JS carriers fly 55 routes to Japan; of these, 
33 go through Japan to 10 major cities in 
he Asia-Pacific region. By contrast, four 
apanese airlines fly just 20 routes to 
America, with only one — a Japan Airlines 
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service to Brazil — going beyond the US. 

"The current agreement reflects the 
market situation of 40 years ago, when 
most of the passengers were American,” 
Japan Airlines chairman Susumu Yamaji 
told a US audience last November. ^What 
we seek is a correction which reflects the 
fact that the old market situation no longer 
exists." 

Indeed, the changes in air-travel pat- 
terns have been huge. While the number of 
passengers flying between Japan and the 
US has leapt, Japanese have far outpaced 
Americans. Іп 1965, according to figures 
quoted by Yamaji, 46,000 Japanese flew to 
the US and 185,000 Americans travelled the 
other way. By 1990, the Japanese tally had 
soared more than 70 times, to 3.2 million, 
while the US figure had merely tripled to 
555,000. 

According to Yamaji, Japanese airlines 
provided only 31% of the seats on US-Ja- 
pan flights in 1991, with US carriers offer- 
ing 69%. This imbalance is not peculiar to 
Japan, however; Yamaji drew attention to 
similar patterns on routes between the US 
and Europe. Governments there have pro- 
tested, too — France has notified the US 
that it will terminate their accord this year, 
and Germany is contemplating doing the 
same. 

In Japan's interpretation of the 1952 ac- 
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cord, beyond rights are intended to be sup- 
plementary in nature. But from the launch 
of Northwest's New York-Osaka-Sydney 
route in November 1991, the airline drew 
far in excess of 50% of its Sydney passen- 
gers from Japan. At one point, the figure 
was as high as 92%, but because the rules 
are applied flexibly to new services — 
largely to allow for initial marketing effects 
— the Japanese side at first took no action. 
By the autumn, however, with the service 
well established and the percentage still in 
the seventies, Tokyo leaned on Northwest 
to cut back. 

Adding to the sense of grievance on the 
Japanese side is the fact that flights to Syd- 
ney via Osaka are almost 3,000 kilometres 
longer than from New York via Los Ange- 
les. In the Japanese view, therefore, the real 
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intent of Northwest's service is to establish 
an Osaka-Sydney service. Japanese officials 
also point to the fact that Northwest ac- 
cepted the restrictions on its beyond rights 
when it applied to fly the route. 

Northwest counters with similar argu- 
ments of its own. "We added Manila, 
Bangkok and other Asian points from To- 
kyo in the past and no one started com- 
plaining about interpretation of the bilat- 
eral agreement,” says William Slattery, 
Northwest's executive vice president for 
operations. 

"Tourism is the really big issue," adds 
James Scott, vice-president of the airline's 
Pacific division. He notes that no alterna- 
tives are currently provided by Japanese or 
Australian carriers for travellers who want 
to fly from Osaka to Sydney. “If the end- 
to-end carriers won't provide direct serv- 
ices, others will. The customer wants it — 
the rest of the argument is due to the fact 
we're all hurting financially.” 

For Northwest and United, any cut- 
back of routes to and through Japan could 
mean financial disaster. With fare wars in 
the deregulated US market producing a 
bath of red ink — the four largest US air- 
lines expect 1992 losses of up to US$2 bil- 
lion — the regulated overseas routes are 
vital to shore up their earnings. 

The two biggest Japanese carriers, Ja- 
pan Airlines and All Nippon Air- 
ways, are also hurting, but for dif- 
ferent reasons. 

Japan Airlines, which expects to 
post a loss of more than US$400 mil- 
lion for the year to 31 March, is los- 
ing money on Pacific routes. It is try- 
ing to cut costs and boost revenues 
from its domestic network. All Nip- 
pon, the dominant domestic carrier, 
is relatively new to scheduled inter- 
national services, and thus is less 
exposed to trans-Pacific battles. But 
80 its earnings are under pressure be- 
cause of falling international traffic 
and the start-up costs of its overseas 
services. 

Several Asia-Pacific governments 
besides Thailand and Australia have con- 
tested air rights with the US. In Hongkong, 
a modified agreement with the US is al- 
most ready for signature, according to an 
official of Cathay Pacific Airways, the Brit- 
ish colony's major airline. For months, the 
two sides tussled over beyond rights that 
Hongkong was not prepared to grant, 
largely because Cathay had little interest in 
any similar rights that the US had avail- 
able to trade. 

Ominously for American carriers, Japan 
Airlines’ Yamaji has held up the British-US 
agreement as the one he would most like 
to see Japan emulate. Under that deal — 
which US airlines have come to regard as a 
defeat for Washington's negotiators — ca- 
pacity is almost equally shared by the two 
sides. a 
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the world’s suspension-parts specialist.” 
Analysts estimate Malaysia’s total car-parts 
market (excluding air-conditioners) at M$4 
billion. 

In addition to its own strengths, Belton 
has also benefited from government poli- 
cies, particularly those aimed at strength- 
ening the country’s manufacturing base 
through tax breaks and other incentives for 
small and medium-sized companies. 
Belton started large-scale production after 
buying its Ipoh factory site in the early 
1980s with a M$2 million low-cost loan ar- 
ranged through the government. All told, 
the government is helping some 400 
projects to produce a wide range of auto 
components, partly to promote their use in 
domestically assembled vehicles. It has 
given foreign-assisted vehicle makers five 
years to achieve local-content levels of 45% 
to 60%. 

Belton’s move to advanced manu- 
facturing is compelled partly by its own 
success. It must upgrade just to keep up 
with the flood of orders which have 
poured in since it first attracted overseas 
clients. “Demand still exceeds supply in 
this region,” says Leong. To avoid capacity 
constraints, Belton is undertaking an ambi- 
tious equipment-modernisation pro- 
gramme, which cost about M$3.5 million 
in 1992 alone. It has just completed the first 
stage, installing high-speed Nakamura 
Tome lathes and Tokyokoki Seizosho ten- 
sile testers. On order are US-made Ipsen 
heat-treatment equipment, which will en- 
able Belton to increase output of metal 
parts. 

Leong's younger brother, Kim Foo, says 
Belton buys the best equipment from a va- 
riety of overseas suppliers, not from any 
one country. Japanese machines constitute 
a large part of its inventory because of Ja- 
pan's superiority in areas such as numeri- 
cally controlled machine tools. 

Manufacturing is carried out by two 
units: Belton Sdn., which makes U-bolts, 
shackles and pins, and farm equipment; 
and Kejuruteraan Superskill, which makes 
laminated leaf springs, stabiliser bars and 
clutch discs. Belton has a separate market- 
ing company — Belton Auto Parts — 
which handles both domestic and export 
sales. Belton earns about 15% of its rev- 
enue overseas. 

Belton has come a long way from a dec- 
ade ago, when Leong started exporting 
automobile parts. Getting attention was his 
biggest challenge. "When I was in Sydney, 
I would look in the yellow pages for im- 
porters and wholesalers of suspension 
parts," Leong recalls. "Out of 50 calls, 
maybe three or four people would bother 
to see you." 

But the hundreds of lonely nights spent 
in hotel rooms from Tokyo to the Persian 
Gulf taught Leong some important lessons, 
among them that cheap doesn't always sell. 
"You must sell at — not below — the local 


Leong likes to start small but start well. 


market's acceptable rate," he says. "People 
will not buy your product if it is too 
cheap." Forget the capitalist precept that 
success means underselling your nearest 
competitor. In Western markets, Leong 
notes, cheapness — especially for a prod- 
uct manufactured in a developing country 
like Malaysia — can be the kiss of death, 
regardless of how much high technology it 
contains. 

Today, the Belton group is controlled 
by two holding companies tied to the 
Leongs, an Ipoh-born family of ethnic- 
Chinese entrepreneurs. The firms hold a 
combined 52.97; stake in Kumpulan 
Belton, which is listed on the Kuala 
Lumpur Stock Exchange. Pre-tax profit 
surged 73% to M$5.2 million in 1991, and 
Kuala Lumpur securities house K&N 
Kenaga estimates it soared another 56% in 
1992. 

Belton won a Second Board listing on 
the Kuala Lumpur Stock Exchange in early 
1992, offering 7.8 million shares, or 43.476 
of its paid-up share capital, at M$2.45 each. 
Most of its publicly issued shares were 
taken up by Singapore and Hongkong 
funds during the initial offering. The com- 
pany's free float in the market is estimated 
at only about 3 million shares, or roughly 
16% of Belton's paid-up capital. The lim- 
ited supply of stock is a concern among 
securities analysts who are recommending 
the company. 


Quality earnings 


Belton’s financial highlights 

M$ million Revenues Рге-іах profit 
|1%0() | 193 | 30 | 
|191) | 90 | 52 | 
[192() — | 330 | 81 | 
|193() | 420 | 105 | 


Source: Rashid Hussain Securities, K & N Kenaga 
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But because Belton's owners are reluc- 
tant to transfer more of their stake to the 
public, allowing little turnover and weak 
public interest, Belton's share price has 
stagnated at M$4.80 to M$5.00 per share 
since it was listed last August. 

"Control is very important to me," 
Leong says, arguing that the best defence 
against a hostile takeover is to keep the 
bulk of the company's shares in friendly 
hands. He is hopeful, though, that Belton 
will be able to offer more shares as its per- 
formance improves. 

As a mid-sized company with close 
links to both domestic and overseas mar; 
kets, Belton is in many ways a sounding 
board for broader trends, both positive and 
negative, in Malaysia's economy. On the 
positive side, some of the market share 
Belton has wrested from Japan has to do 
with Japan's tight labour market and a 
comparative abundance of manual work- 
ers in Malaysia. Belton estimates it pays its 
workers US$3-4 per day, a sixth or seventh 
the wage in Japan. Japanese companies 
find it cheaper to buy quality parts from 
Malaysia than produce these parts them- 
selves. 

On the negative side, a slump in parts 
demand from Malaysia's timber-transport 
sector is hurting the company. Under pres- 
sure from environmentalists, many state 
governments are reducing logging activi- 
ties. Demand from Malaysia's own auto 
makers also slowed noticeably in 1992 due 
to a fall in overall vehicle sales. Transport- 
parts makers fear there will be similar 
drops if the property and construction sec- 
tors suffer setbacks in 1993. 

Belton's response to these challenges 
has been to fine-tune its sales and distribu- 
tion network. “I believe in specialised slic- 
ing of the market," says Leong. This means 
not spreading itself too thinly by making 
too many parts for too many car types. The 
same principle applies in choosing local 
parts dealers. "Customers look for special- 
ists," says the Belton Chairman, "too many 
dealers in Malaysia deal in too many parts. 
If 100 inquiries come in, only 50 can be 
accommodated." 

Leong is not especially fearful of future 
slowdowns in the Malaysian or world 
economies. Auto parts, he says, are among 
the world's most recession-proof indus- 
tries. “As long as cars are moving, the wear 
and tear is going on," he says. "No matter 
how bad the market is, our outlets will stil) 
be there." 

This assumes, of course, that Leong’s 
products remain state-of-the-art. Leong 
plans to keep them that way through a 
research-and-development team devising 
better, cheaper ways to duplicate Japan- 
ese parts — which he hopes eventually tc 
export to Japan. Japanese makers may 
not like Leong’s approach, but he is doing 
only what they did 20 years ago, to U* 
makers. B 
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Better, thanks 


inance Minister Ruth Richardson 
was aglow. For once, New Zea- 
land didn't have to cringe at an 
OECD assessment of its economy. 
The report, issued on 24 February, said 
New Zealand now has its "best opportu- 
nity for many years to transform economic 
recovery into sustained growth," with low 


| inflation and enhanced international com- 


petitiveness. The OECD forecasts GDP 


| growth of 2.5% in both 1993 and 1994, low 


by East Asian standards but a far cry from 
the contraction of 1988-91. 
But there was still room for a wince or 


two. The OECD remains critical of the per- 


sistent budget deficit, which the govern- 
ment projects at NZ$3.2 billion (US$1.7 bil- 
lion), or 4.2% of GDP, for the fiscal year that 
ends on 30 June, and NZ$2.9 billion, or 
3.6% of GDP, іп 1993-94. Richardson once 
promised to balance the budget by next 
year; now she's targeting 2000. Govern- 
ment debt, at NZ$26.3 billion as of June 
1992, remains worrying. 

Likewise, foreign debt, at NZ$64.2 bil- 
lion, or 8696 of GDP, as of September 1992, 
remains a serious constraint on growth, 


| and leaves New Zealand highly vulnerable 


to international economic shocks. 
The ОЕСР also joined a small chorus of 


| domestic free-market critics, warning 


against the slowed reduction of New Zea- 
land's relatively high tariffs, particularly 
those on clothing and automobiles. The 
OECD also noted the relatively low skill lev- 
els of New Zealand's workforce, though 
anecdotal evidence suggests management 
has improved sharply in firms exposed to 
competition. 

Helped by a weakening currency since 
late 1991, low inflation (1.3% in 1992) and 


| stalled real wages, industry is increasing 


exports. Indeed, manufactured goods have 
supplanted agricultural commodities as the 
engine of export growth. Adjusted for ex- 


| change-rate fluctuations, exports of manu- 


factured goods rose 13% to NZ$5.2 billion 
in the year to 30 September 1992. 

As a consequence, the merchandise 
trade balance remains in surplus even as 
recovery sucks in imports again. The sur- 
plus in the 12 months through January 
1993 was NZ$1.2 billion, compared with 
NZ32.1 billion a year earlier. Exports were 
up from NZ$16.6 billion to NZ$18.3 bil- 
lion, but imports were also up, from 
NZ$14.5 billion to NZ$17.2 billion. 

This tempers some worries about the 
current-account deficit, which stems from 
a high deficit in invisibles. The current-ac- 
count deficit ballooned to NZ$1.8 billion in 
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the year to September (the latest figure re- 
ported) from just NZ$0.8 billion a year ear- 
lier, when the recession was still suppress- 
ing imports. 

Ian Dickson, chief economist for Fay 
Richwhite merchant bank, says much of 
the surplus' erosion stems from the fact 
that New Zealand is emerging from reces- 
sion faster than much of the world, and 
that "improvement in New Zealand prof- 
its of foreign-owned companies has ex- 
ceeded that of foreign profits of New Zea- 
land-owned companies." 

"This does no harm to exports," he says 
"For the most part, profits of foreign- 
owned companies are not being repatriated 
and are being reinvested. This is an au- 
tonomous funding of the deficit and is in- 
dicative of the confidence businesses have 
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in the future of the New Zealand eco- 
nomy." That confidence is evident in two 
recent studies. One, the National Bank of 
New Zealand's February survey, showed 
business confidence and investment inten- 
tions at their highest levels in the monthly 
poll's five-year history: 75% expect busi- 
ness conditions to improve over the next 
year, and 27% expect to increase invest- 
ment over the period. Some 70% said they 
expect to export more over the period. 
They may be helped by a stable cur- 
rency. The central bank recently intervened 
to support the unit, whose weakening 
threatened the government's 096-296 infla- 
tion target. In January the currency dip 
below 53.0 on its trade-weighted index. Ii 
currently hovers around 53.6. The tighten- 
ing is reflected in the yield on 90-day bank 
bills, presently around 7.5596, up sharply 
from the December 1992 average of 6.87% 
but below January's 7.87%. ш Colin James 
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Foot in the door 


Japan shuffles towards corporate accountability 


3y Jonathan Friedland in Tokyo 

hen Showa Shell Sekiyu presi- 
W dent Takeshi Henmi offered his 

resignation in February to take 
'esponsibility for the oil company's aston- 
shing Y125 billion (US$1.1 billion) in 
inrealised foreign-exchange losses, Showa 
shell shareholders drew scant comfort. 
l'hey have little hope of gaining recom- 
»ense for the unauthorised, disastrous cur- 
‘ency speculation of Showa Shell's staff, 
nuch less for the overnight drop of 60% in 
he value of their shares. 

While ritual acts of contrition such as 
Чеп’ have become commonplace, cor- 
orate accountability in Japan remains 
оог in comparison to other industrial 
ountries. 

The keiretsu system of cross-sharehold- 
ngs among affiliated companies means 
hat executives with little taste for con- 
rontation sit on each other's boards and 
arely question each other's decisions. Fur- 
her, in-house auditors are notable mainly 
or their reticence. Annual meetings are 
‘oliced by gangsters whose job it is to 
uash dissent, and class-action lawsuits, 
vhich are used by shareholders in the US 
2 force change, do not exist іп Japan. 

Sums up one Tokyo banker: "European 
nd US managers think that listening to 
aeir shareholders is important, but Ja- 
anese managers think only of their em- 
loyees and their bankers. Shareholders 
re nobodies in Japan." 

While this state of affairs will not 
hange soon, the Ministry of Justice has at 
'ast opened a breach in the wall of corpo- 
Ме obstinacy, proposing on 24 February 
2visions to the country's commercial code. 
he revisions, which go to the Diet for ap- 
roval later this month and are due to be 
nplemented in early 1994, should give 
unority shareholders in Japan more 
ower to hold executives accountable for 
Yeir actions. 

The revisions are designed to stem the 
sing tide of corporate scandals by tight- 
wing controls on executives and by mak- 
ig it easier for shareholders to sue them. 
he changes are also designed to placate 
ie US, which argues that the lack of trans- 
arency in the way Japanese companies 
onduct business is a barrier to trade. 

Specifically, the changes will lower the 
жі of filing derivative lawsuits (those by 
corporation against its management) by 
ducing to ¥8,200 per case the court fees 
at shareholders must pay, no matter the 
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size of the claim. Currently a percentage of 
damages sought, the fees usually run into 
millions of yen. In addition, the changes 
will allow shareholders to sue for court 
costs, but not punitive damages. They also 
strengthen the power of company auditors 
and give shareholders greater access to 
confidential corporate documents. 

In addition, the revisions will elimi- 
nate outdated ceilings on the issuance 
of corporate bonds by large Japanese 
firms. (At present, total issues outstanding 
may not exceed net asset value.) They will 
also modify and clarify the responsibility 
of bond trustees. Under the current re- 
gime, analysts say, а handful of Japan- 





More rights for 
shareholders 
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ese banks, most notably the Industrial 
Bank of Japan, have used their position as 
a trustee on a bond issue to dictate its 
terms and extort large fees from the issu- 
ing company. 

The changes in the commercial code 
"are a big improvement," says Yasuo 
Miyauchi, a Hitachi auditor. "There is 
strong dissatisfaction among shareholders 
with company management in Japan. 
There is a high possibility that derivative 
suits will increase." Adds a foreign mer- 
chant banker: "The proof will be in the 
pudding, but at the very least, it is a step in 
the right direction." 

Japan's big-business lobbying group, 
the Keidanren, is not keen on the code re- 
visions affecting shareholders’ rights but 
acquiesced because it had long sought to 
remove the ceiling on corporate bond issu- 
ance. Hiroshi Endo, a Keidanren deputy 
director, asserts that while the strengthen- 
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ing of auditors’ authority and the enhance- | 
ment of disclosure rules are "reasonable," 
the changes are not necessary because _ 
"when it comes to corporate governance, — 
the Japanese shareholder doesn't have | 
much interest." " 

Perhaps. But Hideaki Kubori, an attor- 
ney who specialises in corporate litigation, | 
says a big reason shareholders have not 
filed lawsuits is the cost. Last year, he 71 
notes, two Nikko Securities shareholders 7. 
who filed a rare derivative lawsuit against 
16 brokerage executives for allegedly come 
pensating major clients against stock losses 7. 
paid fees of Y235 million in an attempt to 
win damages of Y47 billion. | 

Cost is a key factor, concedes Kubori, _ 
but there are also other obstacles to bring- 
ing lawsuits. “In Japan. . . there are a small 
number of lawyers with deep knowledge | 
of corporate management issues who don't 
work for the companies themselves. Asa - 
result, I am not sure about the fundamen- 
tal impact of the changes." 

Nonetheless, adds Kubori, "a large © 
number of the company scandals we've. 
seen could be dealt with through deri- . 
vative suits if the shareholders wish 
to file them." Kubori says he expects Ёог- 
eign shareholders to lead the way оп this. 
front. og 

Keidanren officials have argued that it 
will not be shareholders with legitimate 
gripes who take advantage of the changes 
in the code. Rather, they are worried abou 
nuisance lawsuits filed by sokaiya, gang- 
sters who specialise in corporate extortio 
The sokaiya have traditionally made their. 
money by ensuring that shareholders’. 
meetings go smoothly, but because of an 
anti-gang law, they are being forced to. 
adopt more subtle methods. SE 

Analysts find this a specious concern... 
They note that the Keidanren and other | 
big-business organisations successfully |. 
quashed efforts, supported by the US, to. 
require companies to place outside direc- : 
tors on their boards as well as tighter re- 
strictions on cross-shareholdings. 

Most major Japanese corporations are 
reluctant to give executives from non-re- 
lated companies a board seat. Nomura Se- 
curities and Daiwa Securities have de- 
flected efforts by US institutional investors, = 
led by the California Public Employees 
Retirement System, to allow ап іпдерей- > 
dent director in the wake of the compensa- 
tion scandals. 

Indeed, even the modest requirement of 
an outside auditor may not be all it seems. 
Keidanren’s Endo says most corporations 
will select a retired vice-president to do the: 
job. "It is not necessarily our concernabout : . 
independent auditors being more partial to | 
minorities, but it would be better to have 
an individual of stature who is well-versed 
in the business of the company,” he says. 
"It may be difficult to find such a compe- 
tent person on the outside." и 
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Helping Hanoi 


Singapore expands its role in Vietnam 





By Murray Hiebert іп Ho Chi Minh City | 


here did Vietnam turn when it 
W needed help figuring out how to 

bring order to its chaotic traffic? 
None other than staunchly anti-communist 
Singapore, which had long campaigned for 
Hanoi's isolation following its occupation 
of Cambodia in the late 1970s. 

The move is a further sign of just how 
much Vietnam's friends have changed 
since Hanoi lost its communist patrons in 
the former Soviet Union. In this case, Hanoi 
sent its leading traffic watchdogs to super- 
orderly Singapore in search of ideas for a 
new code to regulate Vietnam’s traffic. The 
explosion of motorcycles and cars 
since the communists embraced far- 
reaching economic reforms in 1986 
has brought increasing disorder to 
the nation's roads, which until re- 
cently were dominated by bicycles. 

"To develop our economy, we 
must improve the traffic flow," says 
Nguyen Tuong, a Ministry of Trans- 
port official who accompanied the 
delegation to the island republic in 
January. "Singapore and Vietnam 
are very different, but we can learn 
a lot from them about road manage- 
ment, planning, maintenance, order 
and safety." 

Since Singapore's Senior Minister 
Lee Kuan Yew visited Vietnam last 
April to advise Hanoi on its ardu- 
ous trail from central planning to a 
market economy, Singapore officials 
have become increasingly active in helping 
Hanoi develop plans to upgrade its infra- 
structure and protect its environment. 

Study tours to Singapore by Vietnam- 
ese officials and trips to Vietnam by Singa- 
pore advisers are being paid for by the 
US$10 million Indochina Assistance Fund 
established by Singapore last June. "At the 
beginning, they were suspicious," says a 
Singapore official, "but after a while, they 
вауу we were serious." 

During the past two years, Singapore 
has emerged as Vietnam's largest trading 
partner, with two-way trade surging to 
US$1.4 billion in 1992 from US$111 million 
three years earlier, according to Hanoi's 
estimates. Last year Singapore snagged 
34% of Vietnam’s exports and 27% of its 
imports. 

Singapore, which lifted its ban on for- 
eign investment in Vietnam in late 1991, 
also has become one of the country’s im- 
portant foreign investors. By the end of 
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Another project by Singapore investors. 


1992, Singapore companies had received 
approval for 24 investment projects valued 
at US$108.4 million. Singapore now ranks 
eleventh on the list of foreign investors, 
ahead of Indonesia, Malaysia and Thai- 
land, which had lifted their restrictions 
earlier. Singaporean officials estimate that 
another US$500 million of projects are 
awaiting approval from Hanoi's State 
Committee for Cooperation and Invest- 
ment. 

Singapore's companies are attracted to 
Vietnam by its largely untapped market of 
71 million people, its cheap, hard-working 
labour force and the country's economic 
potential after the US lifts its trade em- 





bargo. ^This is a land of great opportu- 
nity," says Mok Jee-Min of Prestige Inter- 
trade, which set up a US$1.8 million joint- 
venture factory to produce cardboard 
boxes in Ho Chi Minh City. 

"The people are educated and very will- 
ing to work, and the cost of operation here 
is very low," Mok says, referring to the 
US$35 monthly minimum wage. “I antici- 
pate that the lifting of the embargo will 
augur well for many industries investing 
here." 

Businessmen say they are also encour- 
aged by Singapore officials. "The govern- 
ment keeps saying Singapore International 
and encourages us to invest abroad,” says 
Henry Ng, country manager for DHL 
Worldwide Express, which like a growing 
number of multinational corporations, 
serves Vietnam from a Singapore base. 

"As a result, Singaporeans are getting а 
bit more adventurous," Ng says. He heads 
an informal 80-member Singapore Business 
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Group in Ho Chi Minh City that assist: 
newly arriving businessmen. 

The most active investor is Keppe! 
Corp., in which the Singapore Government 
holds a majority share. Its subsidiary, 
Straits Steamship Land , received a licence 
last December to build and operate the firsi 
modern office building in downtowr 
Hanoi. Some 15% of the US$10 million re- 
quired for the project will be supplied by 
Keppel's Vietnam Investment Fund, whick 
was launched last June and quickly ful 
filled its subscription of US$50 million. 

Keppel Shipyard signed a joint-venture 
agreement last September to set up the 
US$3.5 million Keppel Ba Son Shipyard & 
Engineering in Ho Chi Minh City to repaii 
and build ships and to provide general en: 
gineering services for Vietnam’s growing 
oil and gas industry. Another Keppel sub 
sidiary, Steamers Maritime Holdings, man 
ages the Saigon Business Centre and is op 
erating a joint-venture container-line: 
service between Singapore and Ho Ch 
Minh City. 

Meanwhile, Keppel Bank, whic 
launched the Vietnam Investmen 
Fund, and the United Oversea: 
Bank have applied to open repre 
sentative offices in Ho Chi Minl 
City to facilitate the growing trad: 
and investment activities b! 
Singaporean companies. 

Singapore's single largest invest 
ment project is the US$50 million 
joint-venture brewery being con 
structed in Ho Chi Minh City by Asi; 
Pacific Breweries (APB), which i 
jointly owned by Singapore's Frase 
& Neave and Heineken Internationa 
of the Netherlands. Vietnam Brew 
ery, which will have a capacity of 5 
million litres a year, plans to Бері 
bottling АРВ 5 popular Tiger bran 
by the end of the year. 

The Vietnamese now consum 
an average of only two litres of beer pe 
person each year — compared with Singa 
pore's 22-litre average. But the brewery’ 
general manager, Alex Kiljan van Heuver 
is bullish about the Vietnamese marke 
"This isn't paradise, but the beer marke 
will grow quickly in the future," he say: 
"By the year 2000, we expect 90 millio 
Vietnamese to drink 6-9 litres per hea 
each year. If this happens, it will be har 
for the breweries to keep up." 

One problem for Singapore investors i 
Vietnam's often-maddening bureaucracy 
poorly developed legal system and fre 
quent regulation changes. "Singapore's bi 
companies model themselves after interné 
tional firms with all their staff having lav 
and economic degrees from the West" ot 
serves a foreign banker in Ho Chi Min 
City. "Coming from this environment, 
blows their minds to try to invest her 
Until the laws here are clear, Singaporear 
will remain cautious." 
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'MERGING BOND MARKETS IN SOUTHEAST ASIAN ECONOMIES 


International Conference - April 23 , 1993 - Singapore 





International Chamber of Commerce 


Presents 


RAISING MONEY 
FOR ASIAN GROWTH 


M.. ive infrastructure spending is now a necessity for 

Asian countries wishing to sustain their current fast- 
paced growth. Raising money for transportation, 
telecommunications, healthcare and other public works 
projects will require support from active bond markets. 
Last year's Dragon Bond issues received widespread media 
attention and raised over 3600 million, Yen-denominated 
Asian bonds due out this year are already generating high 
expectations, Even in those Asian countries with relatively 
undeveloped bond markets, policy makers are now promoting 
the growth of debt securities markets, as evidenced by the 
recent creation of regional securities commissions, 
The ICC, as the world business organisation, has therefore 
decided to encourage these developments by hosting a 
high-level international conference in cooperation with 
several of the world's foremost financial firms and interna- 
tional organisations. 
Some ofthe most important questions that will be addressed 
by these key decision-makers include: 

V Enlarging the number of bond issues 

v Expanding the supply of capital from investors 

Promoting participation inthe secondary markets 

v Creating an efficient clearing and settlement 
process for the South East Asian debt securities markets. 











Date and venue: 22 April 1993, Hotel Marina Mandarin 
Singapore. from 9 Àm to 5 Pm. 
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TECHNOLOGY 


The knowledge factor 


Thailand seeks skills to keep its competitive edge 





By Gordon Fairclough in Bangkok 





hen foreign electronics compa- 
W nies started moving their pro- 

duction to Thailand in the early 
1980s, Sumit Decharin saw a business op- 
portunity too good to pass up. He formed 
Interplast Corp. in 1983 to manufacture the 
plastic tubes used by the electronics com- 
panies to package integrated circuits. The 
first Thai company to make the containers, 
Interplast was soon competing with for- 
eign companies — and winning its fair 
share of contracts. 

After learning the ropes of the plastic- 
extrusion business, with its demanding 
production specifications, Interplast moved 
on to manufacture other plastic products. 
The company is now developing an extru- 
sion machine that it says is an improve- 
ment on the South Korean equipment in 
its factory outside Bangkok. It hopes to 
market the new machine within a year. 

"To survive, we've had to obtain as 
much technology as possible from all 
over,” Sumit says. Interplast's success in 
this endeavour makes it a textbook exam- 
ple of effective technology transfer and in- 
digenous technological development, ac- 
cording to a diplomat who watches Thai- 
land's development. 

In Thailand, however, companies such 
as Interplast are the exception, not the rule. 
In the past five years, most companies have 
been able to capitalise on cheap labour and 
tariff protection without having to worry 
about improving technology to increase 
productivity. That is changing. 

With rapidly rising wages, many execu- 
tives in the manufacturing sector and gov- 
ernment officials are concerned that Thai- 
land is losing its competitive edge. They 
are particularly looking over their shoul- 
ders at Indonesia, Vietnam and China, 
whose lower wages and abundant natural 
resources are attracting larger amounts of 
foreign investment to the countries each 
year. And they are pinning their hopes on 
technological development to sustain Thai- 
land's economic growth. GDP expanded 
7.5% in 1992. 

Perhaps nowhere are these competitive 
pressures felt as keenly as in the textile in- 
dustry, which is heavily reliant on labour- 
intensive manufacturing methods. Textile 
manufacturers want to increase their pro- 
ductivity by improving workers' skills and 
using more efficient machinery. They are 
also looking to technological advances that 
would improve colour-fastness and reduce 


shrinkage to make their products more at- 
tractive in overseas markets. 

Textile-industry executives are working 
closely with the government to set up an 
institute to take care of these needs. "We 
have to have the skills and machinery to 
upgrade our quality so we can still be com- 
petitive in the world market," says Wiwat 
Chotiprasitsakul, a production consultant 
at T. S. Textile Industrial Co. 

“Industries in Thailand are becoming 
more aware of the importance of technol- 
ogy because their advantages in labour and 
natural resources are eroding very fast," 
says Yongyuth Yuthavong, director of the 
National Science and Technology Develop- 
ment Agency, which was formed in 1991 
to spearhead the government's technology- 
development efforts. 

The government has begun a series of 
programmes to bolster the country's scien- 





Trained technicians are in great demand. 


tific and technological capabilities. Planners 
are focusing much of their attention on 
improving the links between university re- 
searchers and engineers and executives in 
the biotechnology, materials-science and 
electronics sectors. 

Thailand currently spends less than 
0.396 of GDP on research and development. 
The government hopes to increase this out- 
lay to 0.75% by 1996, but even then, the 
country would lag behind other Asian 
NICs. Singapore, Taiwan and South Korea 
spend 1-2% of GDP on R&D. Developed 
countries spend even more. Japan and the 
US each devote about 3% of GDP to R&D. In 
1991, the Thai Government spent Baht 2.5 
billion (US$100 million) on R&D, up from 
Baht 1.7 billion two years earlier. Although 
it is not large compared with other coun- 
tries’, the allocation dwarfs R&D spending 
by the private sector. In 1991, the most re- 
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cent statistics available, R&D spending by 
private companies rose 24% from twc 
years earlier to Baht 198 million. 

Private-sector spending in 1987-92 av 
eraged about 3% of Thailand's total R&I 
expenditure. In South Korea, by contrast 
private companies are responsible fo 
nearly 80% of such spending. 

Economists say there are two majo 
roadblocks to speeding technological de 
velopment in Thailand. The most seriou 
is a severe shortage of skilled manpower 
Colleges and universities graduate abou 
4,000 engineers each year, but demand i 
estimated at 7,000. Trained technicians an 
in even shorter supply. 

“We don’t have sufficient numbers с 
engineers,” says Chatri Sripaipan, head о 
the science and technology developmen 
programme at the Thailand Developmen 
Research Institute. “That is the biggest bot 
tleneck in efforts to upgrade technology.” 

The other main obstacle is Thailand’ 
pattern of economic development in th 
past decade. Multinational companie: 
which dominate export industries, hav 
tended to leave their R&D operations г 
home. So while the Thai employees of foi 
eign-owned companies may learn to ope! 
ate hi-tech equipment, they gain little tect 
nical knowledge of the proc 
ucts they are turning out. 

The reluctance of foreig 
companies to share techno 
ogy is not the only reason th: 
the transfer of this informatio 
has failed to live up to Th: 
planners’ expectations. Th 
extent of technology transf 
also depends on the ability ‹ 
workers to understand an 
adapt to foreign technolog 
Japan, South Korea and Ta 
wan have proved remarkab! 
adept in this area becaus 
their work forces are high! 
educated. Thailand's shortag 
of technical manpower h: 
prevented it from taking advantage of fo 
eign investors’ technological riches. 

“Workers can use the machines,” a М 
tional Social and Economic Developme 
Board officials says. “But without епоц 
training, they don’t understand the tec 
nology behind them. There’s no streng 
for adaptation and innovation.” 

Thai companies have also been stinj 
when it comes to spending on technolog 
Much smaller on average than foreis 
companies and foreign-Thai joint ventur 
these companies generally operate wi 
short-term strategies. 

Nonetheless, the attitude of many cor 
panies towards technology is changing 
they gain international experience, eith 
by exporting or by selling intermedia 
goods to multinational companies in Thi 
land. Interest is also growing among fc 
eign companies in shifting some of thi 
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R&D operations to Thailand. Sanyo Univer- 
sal Electronics already does design work at 
its Bangkok factory, and Tuntex, a Taiwan 
polyester maker, has a research laboratory 
at its Rayong plant. 

Such new efforts come on top of the 
R&D operations at Thailand's largest com- 
panies and some impressive innovations, 
especially in biotechnology, that have come 
»ut of university and government research 
aboratories. Thai scientists have used ge- 
ленс engineering to design virus-resistant 
itrains of teak and various vegetables. They 
лахе also made strides in the development 
of various natural pesticides. 

To support these efforts, the National 
ӛсіепсе and Technology Development 
Agency allocates about Baht 300 million, 
т about 80% of its budget, each year to 
miversity and private-sector research. 
iventually, the agency will cut these grants 
o that it can spend about half of its budget 
т research by its own scientists. 

"We also need a short-term strategy," 
he agency's Yongyuth says. "We need to 
lemonstrate that something really can be 
lone. We want to persuade people with 
esources that if you put in money, you 
vill get results." 

Some projects have already begun. The 
gency's computer and electronics arm is 
‘ying to design integrated circuits. It has 
Iso teamed up with researchers in other 
ountries to develop computers capable of 
imultaneous language translation. 

But the agency's main goal is to bridge 
1e gap between university research 
iboratories and industry. It hopes to link 
ympanies with specific research needs to 
"dentists and engineers in universities. 
onstruction is to begin this year on a 
"ience park on the outskirts of Bangkok 
'here researchers from the two camps 
ill be able to work side-by-side. There are 
so plans to provide a technology-infor- 
ation service for companies that would 
rentually mirror programmes set up to 
ach farmers about agricultural technol- 
yy. 

Many government officials say much 
ore can be done. Officials at the National 
xial and Economic Development Board 
id the Ministry of Science, Technology 
id the Environment are seeking a tax 
'eak for companies that invest in R&D. 
леу are also lobbying for tariff cuts that 
ould force companies to become more 
ficient by using technology. 

These officials also believe the Board of 
vestment should use its privilege-grant- 
g powers to encourage foreign investors 

transfer more technology, carry out R&D 
ork locally and increase spending on 
orker-training programmes. "The gov- 
nment has a clear direction in support- 
g technological development," the Na- 
та! Economic and Social Development 
ard official says. “Тп terms of implemen- 
ion, however, we are just starting.” m 
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Graduates in 
demand 


Companies struggle to 
find engineers 


atchay Sumitra, dean of engineer- 

| ing at Thailand's prestigious 

Chulalongkorn University, laments 

that he cannot hold on to many of his best 

professors. Lured by skyrocketing salaries 

in industry, he says, they are deserting 
their classrooms at an alarming rate. 

To make matters worse, Tatchay says, 
there is little he can do to stop the trend. 
Chulalongkorn is a state university, with 
faculty salaries dictated by a rigid civil- 
service schedule. A professor with a doc- 
torate, for example, earns about Baht 9,000 
(US$360) a month. In the private sector, an 
engineer with the same degree can make 
three times that amount. 

The result, Tatchay explains, is that 


Shortage in Thailand 


INH АЯЭІЫ 


Supply and demand for workers with 
bachelor’s degrees in engineering 
People (00) — 
12- 
10- Demand 

8- 

6- 

Supply 
4- 
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Source: Thailand Development Research Institute 


Chulalongkorn has "to live with professors 
coming in and going out." It could be 
worse. "We're lucky," һе says. "Some uni- 
versities only have people going out and 
no one coming in, especially upcountry." 

With private companies drawing pro- 
fessors and instructors away from univer- 
sities, engineering faculties are strained 
nearly to breaking point. And there is no 
relief in sight. Industrial demand for engi- 
neers continues to outpace the capability 
of universities to produce new graduates. 

"We're having major difficulties finding 
trained workers," says Maureen Banyan, 
manager of TPW Diecasting Industries. 
“We go to technical institutes and univer- 
sities and try to get people to sign on be- 
fore they even graduate.” 

Other companies have also stepped up 
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recruitment efforts, offering scholarships to 
second-and third-year students who prom- 
ise to join the concerns after graduation. 
Some companies are going further. In 1992, 
Sanyo Universal Electric awarded scholar- 
ships to 11 employees to finance their stud- 
ies at a private engineering college. This 
year, the company plans to raise the 
number of scholarships to 30. 

Because of the fierce competition for 
graduates, companies are having to cough 
up salaries on the order of Baht 15,000 a 
month for starting engineers with bache- 
lor's degrees. This is double the amount of 
just a few years ago. 

In an effort to increase the number of 
engineering graduates, the Ministry of Uni- 
versity Affairs is pumping extra money 
into public schools’ engineering faculties. 
In the past three years, the government has 
also sent hundreds of students abroad to 
study science and engineering on scholar- 
ships that require them to return and work 
as a public university instructor or minis- 
try official. The students must spend two 
years in government service for each year 
of schooling. 

Advocates of educational reform say 
more fundamental changes are necessary. 
They have called for an overhaul of Thai- 
land’s public education system to free it 
from pay regulations and other bureau- 
cratic restrictions and to make it more re- 
sponsive to the demands of the market. 

Recently, these market forces have 
prompted the opening of a handful of pri- 
vate colleges and universities that teach 
engineering. The fastest growing is 
Mahanakorn College, which opened three 
years ago with a class of 400. Last year, it 
admitted 2,000 students. 

Applications continue to rise at 
Mahanakorn, despite annual tuition fees of 
Baht 45,000. By comparison, annual tuition 
fees at state-run Chulalongkorn, Thailand’s 
top university, are Baht 1,000. 

Another serious problem, educators 
say, is that universities do not focus 
enough on research. They say research pro- 
grammes need to be expanded to train doc- 
toral students. “Otherwise, we'll have to 
keep sending people abroad and some of 
them might not come back,” Tatchay says. 

Economists also complain that compa- 
nies do not spend enough on manpower 
training. A study by the Thailand Deve- 
lopment Research Institute has recom- 
mended spending more than Baht 40 mil- 
lion to raise the skill levels of workers. This 
is no small investment. 

But as Chatri Sripaipan, director of the 
science and technology programme at the 
research institute, says, to improve the 
country’s technological capacity, “the first 
priority is manpower. If we have the man- 
power, all the rest will come.” A country’s 
technological capability, he says, is embod- 
ied not in its machines, but in its people. 

W Gordon Fairclough 
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COMPANIES 


Tan's smokescreen 


Philippine tycoon has benefited from tax loophole 


By Rigoberto Tiglao in Manila 
hile the battle for control of 
Philippine Airlines was at its 


| | height in January and February, 


Manila's businessmen used to joke that if 
magnate Lucio Tan emerged as the unchal- 
lenged boss of the carrier, it would be the 
world's first smokers' airline. The quip was 
based on the widespread surmise that Tan 
bought his stake in the airline by virtue of 
his ownership of the aptly named Fortune 
Tobacco. 

Now, Tan has indeed become the top 
man at Philippine Airlines, after gaining 
effective control of PR Holdings, which 
owns 67% of the carrier (see box). With that 
battle seemingly over, attention has turned 
to his tobacco company and its Houdini- 
like ability to escape paying tax. 

Tan does not like being placed under 
the spotlight. Fortune Tobacco declines to 
file annual financial statements with the 
Securities and Exchange Commission and 
pays a fine of P15,000 (US$600) each time. 
But based on the company's 64% share of 
the cigarette market, its 1991 sales are esti- 
mated at P15.6 billion. This would rank it 
among the country's top eight firms in 
terms of revenues. 

Tan himself is as secretive as his ciga- 
rette company, but is reckoned to be 
among the three or four richest men in the 
Philippines. Few people — not even the 
powerful Ayala and Soriano families 
which participated in PR Holdings — have 





Into the eye of 
the storm 


Lucio Tan's elation at having won con- 
trol of Philippine Airlines is likely to 
have been tinged with a certain amount 
of discomfort. Taking over at the coun- 
try's flag carrier is very different from 
running a tobacco-brewery-banking em- 
pire that has thrived on secrecy and fa- 
vouritism. By contrast, the airline's 
progress in the midst of cut-throat inter- 
national competition will be keenly 
watched by the world at large. 

Gabriel Singson, the newly elected 
chairman of PR Holdings, which owns 
6796 of the airline, was asked by a re- 
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Tan's tobacco empire is under scrutiny. 


the wherewithal to find P4 billion in cash 
at short notice. But this is what Tan did last 
March, when he bought 40.5% of the com- 
pany. 

АП cigarette companies generate huge 
flows of cash. They also tend to produce 
vast amounts of tax revenue for govern- 
ments. Not Fortune Tobacco. Through an 
unusual corporate structure, the company 
has managed to avoid paying at least P3.3 
billion in tax each year, according to a 


porter how an associate of the late dicta- 
tor Ferdinand Marcos such as Tan could 
end up as the master of one of the coun- 
try's top companies. "He who has the 
gold, rules," Singson replied. 

The end of the two-month battle for 
control of Philippine Airlines came 
swiftly on 19 February, when the Soriano 
family agreed to sell its 8.9% stake in PR 
Holdings to Tan for an undisclosed 
amount. Although this would give Tan a 
jot less than half the stock in the consor- 
tium — 49.4% in fact — it was enough to 
cause Tan's rival, Antonio Cojuangco, to 
throw in the towel. At a stockholders' 
meeting of PR Holdings on 27 February, 
Cojuangco resigned as chairman. The air- 
line acted two days later, removing 
Cojuangco as chairman. 

In a face-saving arrangement, 


FAR EASTERN ECONOMIC REVIEW 


2 
o 
= 
т 
o 
o 
> 
o 
» 
o 
» 
т 
о 





study published by the Centre for Researcl 
and Communications, an independen 
think-tank. This is the equivalent of 13% c 
the government's total excise revenue anı 
totals more than P23 billion in taxes for 
gone in the past seven years. Now, th 
House of Representatives is considering si 
related bills that aim to close the loophol 
through which Tan's tobacco firm wrig 
gled. 

The proposed legislation is troublin 
the tobacco magnate. When one of Tan' 
lawyers was asked in late February abou 
developments at Philippine Airlines, he rc 
plied: “It’s on the backburner for me rigt 
now. I’m more worried about those cigé 
rette tax bills." 

One of the bills appears to have the sur 
port of a majority of the 200 members с 
the House, its proponents say. Accordin 
to evidence presented at recent hearings ¢ 
the House Ways and Means Committe 
the loophole opened up in July 1986, whe 
the administration of Corazon Aquin 
changed the system of taxing cigarette 
from one based on physical units to on 
based on value. 

The advantage of the latter is that ta 
revenues can automatically increase in lir 
with a rise in the price of the product. Bi 
ће loophole arose because the 1986 la 
stipulated that the ad valorem tax of 2! 
55% would be computed on the basis | 
the ex-factory cigarette price, declared “ш 
der oath" by the company's authorise 
representative. 

According to evidence presented | 
Congress, Fortune Tobacco set up a mech: 
nism to avoid paying the full duties ; 
August 1986, one month after the bill wi 
passed. This entailed depressing the cor 
pany's ex-factory prices, and with them tl 
ad valorem taxes. 

Representatives Arnulfo Fuentebel 
and Rufino Javier, who are pushing for 


though, Cojuangco was retained as a 
director in the two companies. This, 
despite the fact that the shares owned 
by his firm, Aeropartners, (8.3% in PR 
Holdings and an indirect 5.6% in Philip- 
pine Airlines) fall short of the minimum 
stakes of 11% and 7%, respectively, re- 
quired to qualify for a seat on the two 
boards. 

Cojuangco is replaced as airline chair- 
man by Carlos Dominguez, whom Tan 
had proposed last year should fill the 
technically vacant position of president 
of the airline. An agriculture secretary 
under former president Corazon Aquino 
and an airline director, Dominguez is 
president of Philippine Tobacco Flue- 
Curing and Redrying Corp., one of 
whose main customers is Tan's Fortune 
Tobacco. m Rigoberto Tiglao 
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ЉЋапре in the way cigarettes are taxed, say 
hat almost all of Fortune's products are 
ought at these low prices by eight trading 
'ompanies, which then sell them at market 
»rices. The cigarette ad valorem tax is not 
mposed on such companies, which merely 
зау sales and value-added taxes. 

The names of neither Tan nor his firms 
ірреаг as shareholders of the eight 
narketing companies. But the two 
Zongressmen claim that they are nonethe- 
ess front companies for Fortune Tobacco 


Credibility gap 


Average price of cigarettes 
in the Philippines 


io per pack of 20 


8- 


Retail 
6- 


4- 
E Ex-factory price 
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Source: Asia Research institute/CRC 
nd all have offices at the headquarters of 
an's Allied Bank or another building 
wned by Tan. In addition, although the 
ight firms have different shareholders, all 
F them were incorporated in August 1986. 
ind all of their incorporation documents 
rere notarised by the Tan firms' notary 
ublic. 

The study published by the Centre for 
esearch and Communications surveyed 
hilippine cigarette prices after the tax 
запре. It found that average cigarette re- 
il prices in the Philippines increased by 
576 from 1985 to 1991. Yet ex-factory 
гісеѕ declined by 18% in the same period. 

The factory price of Fortune Tobacco's 
ast-selling brand, for instance, dropped by 
7%, with the biggest cut taking place im- 
iediately after the change in the tax sys- 
m. And this was despite steep rises in the 
"st of tobacco and wages. 

The study calculated that in 1991, For- 
ine Tobacco reported to the Bureau of In- 
rnal Revenue that ex-factory sales totalled 
10.9 billion, while the marketing compa- 
es' turnover amounted to P15.6 billion. 
ле difference between these figures is the 
nount that would have attracted ad 
lorem as well as value-added tax, a total 
' P3.3 billion. In addition, says the study, 

the actual value of Fortune Tobacco's 
les and profits had been recorded by the 
ппрапу, it would have had to pay an ex- 
1 P1.1 billion in corporate income taxes. 

One further way to show Fortune To- 
icco's under-payment of taxes is to 
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compare the amount it handed over in 
duties with its competitors. In 1991 For- 
tune accounted for 64% of the cigarette 
market and 56% of total ad valorem tax 
payments. La Suerte Cigar & Cigarette Fac- 
tory was the next-largest firm with a 17% 
share of the market, but accounted for 41% 
of the total ad-valorem tax paid by the in- 
dustry. 

If the Congressmen are correct in alleg- 
ing that the marketing companies are tied 
to Fortune Tobacco, this suggests that a to- 
tal of P3.8 billion in taxes was forgone by 
the government in 1991 as a result of the 
cigarette-tax loophole. Neither Tan nor For- 
tune Tobacco responded to the REVIEW’s 
questions on the matter. 

La Suerte is among those which have 
been lobbying for the closure of the tax 


loophole. This is ironic, because La Suerte's | 


factory prices have also been falling, an in- 
dication that it may have been adopting 
Fortune’s method of reducing its tax bur- 
den, though perhaps less successfully. 

Quite apart from the tax loophole, Tan's 
cigarette company has found another way 
of minimising its tax burden. Fortune's 
major products were classified as having 
local brand names, which are levied at ad- 
valorem tax rates of 20-45%. If they were 
classified as foreign brands, the tax rate 
would have been 55%. 

Under Philippine rules, however, For- 
tune’s brands should be classified as for- 
eign, because they are listed in the World 
Tobacco Directory. Its Hope cigarette, for 
instance, was reclassified by the Bureau of 
Internal Revenue in November 1986 as a 
local brand name when the company 
added the word "Premium" to the ciga- 
rette packet. It is estimated that Fortune 
has been able to save P1.1 billion a year in 
taxes by this method. 

La Suerte tried the same thing by re- 
naming its Philip Morris cigarettes as 
Philip Morris Menthol 100s. But the bureau 
denied its request to have the product re- 
classified as a local brand. 

The cigarette industry is now watching 
to see whether Congress passes new tax 
laws. One bill calls for the ad-valorem duty 
to be replaced by the old system of taxing 
the number of cigarettes rather than their 
value. In addition, the bill proposes that 
the amount of duty should rise every year. 
Sources say that it has a 50-50 chance of 
being passed. 

Some observers doubt, though, that 
even if the measure was introduced it 
would end tax avoidance. In 1986, before 
ad-valorem duties were levied, Tan's firm 
was temporarily seized by the government 
because it was suspected of printing its 
own internal-revenue stamps for use on its 
cigarette packs. Cigarette companies were 
meant to buy the stamps from the govern- 
ment, which estimated that it lost P500 mil- 
lion a year from the alleged internal print- 
ing. в 
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BUDGETS 


Ни» handout 


Singapore budget has something for everyone 





By N. Balakrishnan 
axwise, Singapore is no Hongkong, 
| Finance Minister Richard Hu told 
Parliament on 26 February. Hu, in- 
troducing his budget for the year that starts 
on 1 April, was blunt: taxpayers can forget 
about enjoying the low rates of the British 
colony with which it is often compared; 
Singapore has defence and social burdens 

that Hongkong does not. 

Nonetheless, Hu unveiled a long-await- 
ed package of tax cuts that contains a little 
something for everybody. The plan cuts 
both the corporate and top personal tax 


rates by three percentage points each, to . 


2796 and 3096, respectively. Hu also an- 
nounced a one-time, 25% rebate on com- 
mercial and industrial property taxes for 
> one year, starting in July 1993. 

But those will be substantially offset by 
a broad-based, 3% consumption tax due to 
take effect in April 1994. Retailers have 
expressed concern that the new tax will 
taint Singapore's popularity among tour- 
ists, hurting that sector in the long run. The 
government says the levy will encourage 
entrepreneurship, attracting foreign invest- 
ment. It also vows not to raise the levy for 
five years, and says it will not add appreci- 
ably to inflation in the meantime. 

Hu said in a post-budget television ap- 
pearance that more companies will benefit 
from the property tax rebate than from the 
corporate tax cut, a measure of real estate's 
importance in the island republic. He said 
the economic effect of the rebate will also 
be evident sooner than that of the other 
cuts, which will not be felt until 1994. 

Net of the consumption-tax income, the 
tax change will cost the government 5$179 








< million (US$109 million) in revenue in 


994-95. But that is a mere drop in overall 
bucket, and should still leave a sub- 
-stantial surplus. For the coming fiscal year, 
the budget projects operating revenue of 
5$17 2 billion, up 2.7%, and total expendi- 
tures of 5$16.2 billion, for an operating sur- 
plus of 581.0 billion, down almost two- 
thirds from a year earlier. Accounting for 
investment income, net lending and net 
capital receipts, the government expects a 
total surplus of $$4.7 billion, down. by 
about half (see chart). 

Hu also considers the revenue loss a 
small price to pay for the long-term fiscal 
restructuring he seeks. His goal is a system 
that rewards enterprise and investment 
while penalising consumption. Hu said the 
combination of tax cuts and new taxes will 


E 


be "revenue neutral" in the long run. 

Hu said the government aims to adopt 
soon the 25% corporate tax rate targeted in 
1986. But anyone expecting even lower 
rates, along the lines of the 17.5% that pre- 
vails in Hongkong, will probably be disap- 
pointed. Because Singapore is a nation and 
Hongkong is not, he said, the tax rates of 
the two can never be equal. “Hongkong 
does not have to provide for defence, 
which alone consumes 5% of our GDP each 
year. Nor does it have a heavily subsidised 
public housing programme . . . This is why 


Singapore’s 
budget 


Hongkong’s corporate tax and top per- 
sonal tax rate can be much lower than Sin- 
gapore's. It is impossible for Singapore to 
emulate Hongkong’s example." 

But Singapore's tax rates are still com- 
petitive with those of other NICs and Asean 
and OECD countries, Hu said, and this 
should keep foreign investment flowing in. 
The government also wants to keep in- 
vestment flowing out, even to former cen- 
trally planned economies such as Vietnam 
that do not have double-taxation treaties 
with Singapore. Hu announced unilateral 
tax credits for dividend income remitted 
from such countries. The credits apply to 
services as well as goods. 

To accommodate the new consumption 
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tax, the government will abolish a number 
of small, indirect taxes. It is cutting to 1% 
from 4% the tourist tax on hotel bills and 
food, and to 2% from 4% the tax on utility 
bills. It will also eliminate the 5% tax on 
domestic telephone charges. 

The budget also increases subsidies and 
reduces levies for services to the poor — 
mostly subsidised housing and education 
— to mitigate the impact of the consump- 
tion tax on low-income people. 

One unusual feature in the budget: the 
government will help citizens buy shares 
in Singapore Telecom, expected to be listed 
later this year. In a programme that will 
cost S$200 million, the government will 
add S$200 to the Central Provident Fund 
account of every citizen of 21 years or older 
who deposits 5%500 or more in his account 
by 31 August. Telecom is expected to re- 
serve part of the offering for citizens, at a 
discount to the market price, with the pro- 
vision that the shares may not be resold for 
a certain period. The rest will be offered tou 
domestic and foreign investors. 

Among other items, the budget in- 
cludes: 

»- A concessionary tax rate of 10% on an- 
tiques and art transactions, part of the gov~ 
ernment's strategy to promote Singapore 
as a centre for art and antique trade; 

р Extension of several tax holidays for ini 
the financial-services sector; 

>» А сар on employers’ deductions of em» 
ployee medical expenses at 2*6 of payroll; 
> A five-year extension of an exemptior 
for income derived from offshore credi* 
and underwriting activities. 

Economic data released two days be- 
fore the budget showed that біпрароге % 
economy accelerated sharply in the fourth 
quarter of 1992. GDP was up a year-on-yea* 
7.4% rate in the quarter, bringing ртом 
for the entire year to 5.8%, slightly highe: 
than most analysts expected a year арс” 
The growth was broad-based: manufactur* 
ing output expanded by 6.6%, constructio 
by 8.5%, commerce by 7.1%, transport anc 
communications by 8.9%, and financial anc; 
business services by 6.5%. Encouragedi 
analysts have raised their growth projec: 
tions for 1993 to 6.5% from 6%. 

Buoyed largely by the electronics sec: 
tor, the manufacturing sector, which regis: 
tered zero growth as recently as the secong 
quarter of 1992, showed signs of a shary 
rebound. The manufacturing gains wer: 
expected, but the rise in transport and conw 
munications — due largely to an increase 
in sea cargo and aviation — exceeded еж 
pectations. 

The stockmarket posted a muted reac 
tion to the budget, whose tax cuts an 
other measures fell more or less within ex 
pectations. The Straits Times Industria 
Average fell narrowly on the first day c 
trading after the budget, but mostly o: 
profit-taking: the market has risen mor: 
than 10% in the last two months. 
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FINANCE 


What's in a name? 


Korean financial reforms spook local investors 


By Ed Paisley i in Seoul | Бү 


outh Korea's President Kim Young 

Sam, who assumed office on 25 Feb- 

ruary, has enjoyed no honeymoon 
with local investors. They are scared by his 
campaign promise to get rid of fictitious 
aames behind which investors hide to 
1void tax on their financial holdings. Their 
worst fears seemed confirmed by his inau- 
rural speech to the National Assembly in 
which he described corruption as a "terri- 
ying" enemy of society and said there 
would be no "sanctuary" for those oppos- 
ng the fight against graft. 

In the three trading days that followed 
tis speech, Seoul's composite stock index 
ihed 21 points to 634, as the so-called Big 
ands fled from the bourse. Up to 10% of 
ihares owned by locals are held under false 
ames. 

It seems that Kim means business. The 
ntroduction of what South Koreans call a 
eal-name financial system is regarded by 
lis policymakers as the key part of his 
ledge to attack the corruption spawned 
уу the closeness of business and politics in 
iouth Korea. "The real-name system has 
ome to be viewed as the key financial re- 
orm issue among the electorate,” says one 
nember of Kim’s presidential transition 
eam. 

"This is the fundamental domestic re- 
orm that must be done before anything 
Ise сап be achieved," adds an official from 
де government-funded Korea Develop- 
rent Institute. "We need to have a work- 
ig banking system in place before we can 
ope with interest-rate deregulation. To do 
aat, we must first put in place a real-name 
ystem." But its introduction would cut 
eeply into the sinews of the real economy. 
Funny money is endemic to the financial 
ystem," comments one foreign stockbro- 
er. 

“Тһе problem for the government is 
yat [a real-name financial system] will ex- 
ose a lot of people to the tax officials," 
ays the official from the development in- 
itute. "There are clearly people out there 
То made huge fortunes on the under- 
round economy and in land speculation." 
hose people would prefer to take their 
toney "out of the economy” rather than 
xpose themselves to the taxman, the offi- 
al predicts. 

Analysts estimate that as few as 5% of 
ie nation's bank accounts are held under 
Јѕе names. Yet, together with funds held 
| nominee accounts, Daewoo Economic 
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Research Institute estimates that at the end 
of 1991 there was Won 7-12 trillion (US$9- 
16 billion) held in bank accounts under 
false names or by nominees. This is the 
equivalent of 2.5-4% of the nation's total 
domestic deposit base. One result is that a 
system of bank cheques hardly exists; in- 
stead, most people must pay by cash or by 
drawing a bank draft. 

Lee Han Koo of the research institute 
warns that if Kim suddenly banned false- 
name accounts, it could lead to the imme- 
diate withdrawal of 4% of the nation's to- 
tal money supply from circulation. This 
would deprive financial institutions of criti- 
cally needed funds. Up to Won 5.5 trillion 
could desert the stockmarket at a stroke. A 
real-name financial system, he says, "is the 


No welcome for Kim 


ONS) АУЫ 





way to go politically, but that is not the 
case for the economy.” 

Most severely hit would be the nation’s 
small and medium-sized industries which 
are already reeling from last year’s eco- 
nomic downturn. “Black money is their 
only readily available source of credit,” Lee 
says. 

The more immediate casualty, however, 
would be the Seoul bourse. Local analysts 
believe that a real-name system would 
spark a sell-off of the bourse’s least liquid 
scrip. Seoul stockmarket regulations limit 
an individual's holding in a company to 
35%, but most of the owners of second-and 
third-tier listed companies hold more than 
50% of the companies' stock through nomi- 
nees and false names. 

South Korean governments have tried 
twice before — in 1982 and 1989 — to grap- 
ple with the system, but each time they 
failed. They backed down when faced with 
heated opposition from wealthy business- 
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men and speculators connected. to the na- 
tion's military and the conservative wing. 
of the current ruling Democratic Liberal | 
Party. (In 1989, it was Kim himself who. 
derailed the reforms, after he merged his | 
then-opposition party with that ot presi- 
dent Roh Tae Woo.) 

Things may be different this time 
Kim sees political and economic benefits 
arising from the early introduction of a 
real-name system, according to sources 
close to his economic advisers. Kim's 
to attack corruption at all levels o 
they explain, would quickly lose mi 
tum if he does not act immediatel у o 
issue. 

As a sign of intent, the president. ap- 
pointed two reformists to. top economic 
posts. They are Deputy Prime Minister Li 
Kyung Shik and Park Тае Yun, an advis 
to the presidential Ble House. Suh Sang 
Mok retains his роз: боп as the ruling 
Democratic Liberal ''arty's chief repre- 
sentative for econom:« reform in the № 
tional Assembly. Ane 

Kim has before hir at least three differ- 
ent plans by which ©. introduce а real- 
name system, sources say. Two of the pro- 
posals would offer in amnesty period to 
those who registered all their financial as- 
sets under their оул: names, followed. by 
either the immediate or the phased intro- 
duction of a real-name system — in the: 
latter case, over the curse of the next nine 
months. This would give those holding 
fake or nominee accounts the incentive ат 
time to work their funds back into the real. 
economy. 

The third proposal is-to implemer 
reforms gradually but offer nó amni 
the supposition that most wealthy Korear 
are unlikely to believe the government's 
amnesty promises anvway. 

Even if Kim were to refrain from prev 
ous governments’ practice of using tax: 
dits as a political weapon, some officials 
assume that wealthy Koreans believe the: 
president would have to act on the ex- 
pected public outcry for "social and. eco- 
nomic justice” once those assets were re- 
vealed. 

If the reforms were gradual, ва 
ernment officials, it would allow the 
stockbrokers and tax officials to s 
appropriate reporting procedures. 
over, the gradualist аррғовен would le. : 
the stockmarket as the last place ta Шаг 
tute the reforms. | 

By all accounts, Kim is likely to sek a 
compromise among the competing plans, 
as part of his campaign pledge to initiate. 

"reform amidst stability." Kim is expected. 
to move quickly with the reforms follow- 
ing his 3 March economic address to the 
nation. The actual details of imple- | 
mentation will be provided by his eco- _ 
nomic ministers and adyisers in the com- 
ing weeks, say sources close to the Blue ma 
House. ы мал 
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Slow boat for China 


Peking's application to join Gatt appears stalled 


By Lincoln Kaye in Peking 

ssistant US Trade Representative 

Douglas Newkirk has been negoti- 

ating with Peking, on and off, for 
more than seven years about China's ac- 
cession to the Gatt. And he is beginning to 
think the talks may yet outlast him. “I’m 
going to be retired in seven years and I'm 
not sure that I’m going to be able to wrap 
it up — at the current pace,” he says. 

Newkirk’s blunt words, delivered to the 
world’s press on 2 March, put paid to Pe- 
king’s hopes of accession to the world trade 
club when a Gatt working party on China 
meets in mid-March. It also sent a warning 
signal that the new Clinton administration 
may yet stake out a tougher China trade 
line than its Republican predecessors, de- 
spite conciliatory post-election rhetoric. 

The sticking points in Newkirk’s visit, 
the first by an American Gatt negotiator 
since the 1989 Tiananmen massacre, were 
Peking’s reluctance to comply with West- 
ern demands for a more explicit trade and 
pricing system and for anti-dumping safe- 
guards. 

Until the eve of his arrival, Ministry of 
Foreign Economic Relations and Trade of- 
ficials were still pronouncing themselves 
“full of confidence” about the prospects for 
accession this year. Chinese consumers 
have been saving up for a bonanza of 
cheap imports; firms have been either brac- 
ing for an onslaught of foreign competition 
or gearing up for wider access to overseas 
markets and materials, depending on their 
line of business. Kerbside bookstalls have 
been hawking pulpy “Gatt-without-tears” 
manuals. 

But as far as Newkirk is concerned, Pe- 
king’s Gatt bid is farther from consumma- 
tion today than it was in May 1989, when 
the US withdrew from the negotiations. 
Back then, he says, at least the Chinese had 
agreed in principle to Washington’s five- 
point agenda for accession (see box). 

Now, they will not even consider points 
four and five: conversion to a full market 
pricing regimen, pending which an interim 
“safeguard system” would protect other 
countries against “surges” in Chinese ex- 
ports. Peking feels unfairly singled out for 
such treatment, which Newkirk admits is 
imposed on no other contracting party to 
Gatt. 

But, then, “Gatt was not written with a 
‘socialist market economy’ in mind,” he 
adds. Only by comparing market prices in 
domestic versus international markets can 





US fears a flood of cheap Chinese goods. 


the Gatt pronounce on such questions as 
dumping. Where prices in a contracting 
party’s domestic market are not fully mar- 
ket-determined, he explains, other safe- 
guards are needed — a “boutique” solu- 
tion for special circumstances, he says. 
The only time Gatt ever faced a similar 


Five steps 
to entry 


Assistant US Trade Representative 
Douglas Newkirk has emerged — "not 
by design, but by default" — as Gatt's 
principal negotiator on the protocol for 
China's entry into the trade club. He 
lists five broad points that must be in- 
corporated into the protocol: 

> A unitary national trade policy, so 
that imports receive the same treatment 
at every entry point; 

> Full ‘transparency,’ so that all regu- 
lations, licence requirements and quo- 
tas are explicitly spelled out; 

> Elimination, over time, of non-tariff 
barriers to trade; 

> A commitment to move to a full 
market-price economy, and 

> Until that is done, a temporary ‘safe- 
guard system’ to protect against ‘surges’ 
in Chinese exports. 
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problem, Newkirk suggests, was the acce 
sion of the ‘goulash communist’ countrit 
of Eastern Europe in the 1970s. But none ‹ 
them had the sheer size, economic dyni 
mism and trade-destabilising potential ‹ 
today’s China. 

After Newkirk’s rebuke, analysts n 
vised their predictions of China’s joining | 
1994 at least. Peking itself, whic 
had been talking about Gatt enti 
by the end of 1993, all but official 
admitted as much. The same de 
that the US Сан negotiat 
wrapped up his visit, a pair of cei 
tral bank functionaries predicte 
in the official Financial Times thi 
the 25% slide in the renminbi 
market exchange rate over tl 
past quarter would now be a 
rested “because our Gatt re-enti 
has been postponed.” 

Still, Peking remains dete 
mined to trudge on with its Lor 
March into Сан, which Берг 
with a formal application in 198 
After a half-year post-Tiananme 
hiatus, the working party resume 
its consideration of China's ove 
all trade system, a process that fo 
mally concluded only in Februa: 
1992. Now it comes down to har 
mering out the language of tl 
accession protocol, and the pace is up 
Peking, Newkirk insists. 

Even if China strikes a compromi: 
with Gatt on the five-point accessic 
agenda, there would remain a great deal 
draughtsmanship to be done on the sp 
cific “infant industry" protection Pekir 
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Newkirk says that China was on the 
point of drawing up a protocol on this 
basis back in 1989, before negotiations 
were interrupted by the Tiananmen 
tragedy. Now, though, Peking balks at 
the last two points. 

At its 14th party congress, he under- 
stands, the ruling communist regime 
purportedly embraced the concept of a 
market economy. "So why won't they 
put it in writing" in the form of a proto- 
col, he wonders. 

“А ‘socialist market economy’ is not 
the same thing as a market economy,” 
he maintains. Peking's arch-rival, Tai- 
pei, whose Gatt working party was 
launched last September, has a full mar- 
ket economy, Newkirk recognises. This 
gives Taiwan "a leg up" towards Gatt 
accession. Peking adamantly opposes 
letting Taiwan in first, although it is pre- 
pared to accept virtually simultaneous 
entry. But Gatt could let Taiwan partici- 
pate in some of its "mechanisms" even 
before its formal accession, diplomatic 
sources suggest. и 
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might claim. The protocol should be ap- 
propriately pitched to "China's. stage of 
development," says Newkirk, "including 
South China," a brash newly industrialised 
economy. 

Along with the main protocol negotia- 
tions comes a sideshow of product-by- 
product bilateral haggling over specific 
tariff rates. Established members of the 
trade club can summon a Gatt aspirant to 
hammer out a tariff agreement on prod- 
ucts in which the contracting party has a 
"principal interest" (as defined by market 
share). 

The resulting tariff schedule is ap- 
pended to the aspirant's eventual accession 
protocol, so that all Gatt members enjoy 
the same tariff treatment. Impatient with 
this time-consuming procedure, Lu 
Yueping of the General Customs Adminis- 
ration calls instead for a fast-track, across- 
the-board "linear reduction formula" for 
?eking. 

Even in the unlikely event that 
such a formula were adopted, China 
would have a long way to go to 
sattability. The official Xinhua news 
igency reports a 7.3% drop in over- 
ill import tariffs last year. That 
eaves the average tariff on a range 
f 6,000 products at a whopping 
(2.5% (or 22.5% weighted by import 
value). 

Still, Lu’s impatience is under- 
itandable, considering the benefits 
за can offer to China. By joining 
he trade club, Peking hopes to: 

Shelter itself to some extent from 
he rising storm of protectionism 
vorldwide. Already China has faced 
nore than 200 dumping charges 
vorldwide and nearly 200 EC im- 
ort restrictions, in addition to the 
nnual US ordeal over renewal of its most 
ivoured nation (МЕМ) status. 

Steal a march on arch-rival Taipei, 
vhose Gatt bid was submitted to a work- 
1g group last September. Peking insists it 
wust be admitted before the Taiwan “cus- 
ms territory.” Yet, after both regimes 
ave joined the trade club, Peking hopes to 
se Gatt rules to force suspension of Tai- 
ei's ban on direct commercial contacts. 

" Bolster its international standing despite 
ле lingering taint of Tiananmen, Western 
ualms about its arms transfers and Asian 
nxieties about its territorial ambitions. 

* Gain a say in the future evolution of the 
orld trade order. As a contracting party, 
lewkirk says, Peking can be “one of the 
uys,” instead of standing “outside the 
tindow looking in.” 

China started its Gatt career as an in- 
der. The Kuomintang (KMT) government, 
redecessors of the current communist re- 
me, was a charter member of the trade 
ub, established in 1947. But, after its 1949 
efeat in the civil war and its retreat to 
aiwan (where it still notionally claims to 
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be China's legitimate government-in-exile), 
the KMT withdrew from Gatt in 1950. 

To admit the validity of this withdrawal 
comes uncomfortably close to conceding 
legitimacy to the KMT regime, according to 
a background briefing paper on Gatt by 
the Chinese Academy of Social Sciences. 
So China must insist upon “re-entry” to 
Gatt, rather than acceding as a new mem- 
ber. But that leaves open some thorny 
questions: How to account for more than 
40 years of back dues? And what about the 
accumulated tariff concessions designed to 
keep Gatt members on an equal footing in 
trade? 

Better, the paper concludes, to fudge the 
issue somehow and "re-enter" politically, 
but "accede" economically with a package 
of tariff concessions and a gradual reduc- 
tion of non-tariff barriers. Newkirk, for his 
part, avoids the verbs "accede" or "re-en- 
ter,” and talks instead simply about China 
"participating" in Gatt. 


China’s world trade surges 


US$ billion 
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Just by sending Newkirk ahead of the 
March working group session in Geneva, 
the new-fledged Clinton administration 
was already making a concession to Pe- 
king. After the 11th-hour aversion of a 
Sino-American trade war over market ac- 
cess last October, the Bush administration 
had pledged the US to “staunchly support” 
China’s Gatt bid. 

But the language was vague enough to 
leave the new administration plenty of lati- 
tude on just how — and when — to de- 
liver this support. During the presidential 
campaign, Clinton took Bush to task for 
not being tough enough in extracting trade 
and human-rights concessions from Peking 
in exchange for continued access to the US 
market. 

Since his November victory, however, 
Clinton has softened his tone with cautions 
against "isolating" China. At the same 
time, he has staked out domestic policy as 
his top priority, and come under fire for 
vitiating some campaign positions. So ob- 
servers hardly expect him to invest politi- 
cal capital promoting China into Gatt. 
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Nor is it likely to wave away the annual 
МЕМ flap, much as some US State Depart- 
ment China hands privately grumble about 
the “self-defeating muddle” of political and 
economic issues that it involves. Although 
Gatt requires contracting parties to grant 
each other unconditional MFN status, its 
article 35 allows members to beg off on the 
grounds of internal constraints. 

One such constraint, Washington 
claims, is the Jackson-Vanik Amendment, 
which calls for yearly recertification of 
communist countries' MFN status with the 
US. After all, Newkirk points out, “there is 
nothing in the Gatt about human rights, 
prison labour and other issues of great con- 
cern.” 

Article 35 does not apply to countries 
engaged in tariff negotiations. To keep the 
loophole open, Washington has been at 
pains never to characterise its dialogue 
with China over market access and other 
trade topics as tariff talks. European and 
Third World diplomats privately 
envy the US its built-in annual lev- 
erage over China. For some of them, 
Gatt becomes a focus for their anxie- 
ties about China’s growing eco- 
nomic and political assertiveness. 

“The sanctions against France af- 
ter the Mirage sale to Taiwan woke 
a lot of us up,” says a European 
trade representative. “How, then, 
can China claim to conduct interna- 
tional economic relations on a 
straightforward market basis with- 
out political interference?” One 
prime sanction target stemming 
from that flap has been Airbus 
Industrie, which has significant Ger- 
man and British stakes as well as 
French. 

Investors and policymakers are 
already mulling the consequences of Gatt 
membership for particular sectors of Chi- 
nese industry. The Chinese Academy of 
Social Sciences paper makes a stab at pick- 
ing winners and losers. Hard hit will be 
industries which depend heavily on the 
domestic market. Accession would also 
hurt sectors which now enjoy high tariff 
and non-tariff protection, and those at a 
comparative disadvantage to large-scale, 
capital-intensive foreign competitors. 
Household electronics will suffer heavily 
in the early stages, the academy predicts. 
So will the auto industry, unless special 
protections are implemented. 

On the other hand, Gatt membership 
will benefit industries that are export-ori- 
ented, labour-intensive or rely on imported 
raw materials. China’s up-and-coming 
chemicals industry could enjoy some relief 
from the anti-dumping sanctions it has suf- 
fered in the EC and US. 

Textiles and garments should thrive. 
And by gaining equal access to world mar- 
kets, China could save nearly US$100 mil- 
lion a year on iron and steel imports. Шш 
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Driving 
force 


Demand for PC parts 
lifts Singapore growth 


By N. Balakrishnan 

ingapore knows how to ride an eco- 
“ nomic wave. No locally owned com- 

pany has ever designed or manufac- 
tured a disc drive, but the local electronics 
industry is profiting from booming world- 
wide demand for these and other compu- 
ter components. Largely through US cor- 
porations such as Seagate and Conner Pe- 
ripherals, Singapore manufactures more 
than half the 18 million disc drives the 
world produces each year. 

The resulting boon for Singapore's elec- 
tronics industry is leading the republic's 
overall growth, which is expected to accel- 
erate to 6.5-7% in 1993 from last year's 
5.8%. That is good news for Asia's other 
hi-tech producers: It indicates that the US 
recovery is starting to have a tangible im- 
pact on production in Asia. 

Electronics is the largest component of 
Singapore's manufacturing sector, repre- 
senting about a third of the value it adds to 
products. Manufacturing in turn represents 
about 29% of Singapore's GDP. “It is the 
electronics sector that is leading the eco- 
nomic growth in Singapore now,” says 
Lim Chung Chun, an analyst with 
Schroder Securities in Singapore. 

Lim expects the trend to continue for at 
least another two years. He says net invest- 
ment commitments in the industry reached 
a record $$1.3 billion (US$788 million) last 
year. Output by the electronics sector was 
up a year-on-year 13.9% in the third quar- 
ter of 1992, the sharpest increase in three 
years. 

For that, Singapore has partly to thank 
a fierce global price war among personal- 
computer makers, the primary users of the 
disc drives, semiconductors and other pe- 
ripherals that Singapore produces. Indus- 
try sources say the price war started sud- 
denly last year, before the disc-drive mak- 
ers had time to expand capacity. (In this 
fast-changing industry, producers rarely 
plan capacity, or maintain stocks, for more 
than six months ahead.) 

Regardless of who wins the rC battles 
for market share, total sales volume is ex- 
pected to grow for the next few years. Mar- 
ket research firm Dataquest expects world 
PC sales to grow by 15% both this year and 
next. 

Singapore is Asia's most export-de- 


pendent economy. Exports totalled 203% 
of its GDP in 1991. Even Hongkong's ratio 
is only 14195; for most other Asian coun- 
tries, the figure is less than 50%. Singapore 
is especially dependent on the US, which 
buys 40% of Singapore's electronics output 
directly and a further, undefined portion 
through third countries. Disc drives ac- 
count for about 27% of the republics' elec- 
tronics exports to the US. 

Although Hongkong sends a greater 
proportion of its exports to the US than 
does Singapore (28% versus 26.5%), the lat- 
ter will benefit more from the US recovery, 
says Ranjan Pal of Jardine Fleming Securi- 


ties in Hongkong. That's because the exter- | 


nal stimulus is more important to Singa- 
pore, he says, and also because Singapore's 
ratio of domestic exports to total exports, 
at 45%, is greater than Hongkong's 26%. 
Pal says 10% growth in Singapore's elec- 


tronics output will add about one percent- | 


age point to GDP growth. 
To be sure, not everyone believes soar- 
ing electronics output alone will speed Sin- 


apore's economy. Jim Walker, an econo- | 
y 


mist for Credit Lyonnais Securities in 
Hongkong, says the final net value-added 


captured by Singapore's economy from in- | 


Singapore’s brightest sparks 


5% billion 


d5- 
ШШ Electronics output 
30- Bl Disk drive exports 
'91 '92* '93! 


ulli 


'86 '87 '88 '89 '90 
*Estimate Forecast 
Source: Singapore Government, Brokerage estimates 





creased electronics exports will depend on 
the level of profits and wages repatriated 
by foreign companies and workers there. 
Also crucial, he says, is the extent to which 
the industry retools for increased produc- 
tivity, and how that is financed. 
Ironically, local investors cannot easily 
cash in on Singapore's electronics boom: 
the major multinationals making disc 
drives are not listed on the Singapore stock 
exchange. Several component makers and 
subcontract manufacturers are listed on 
Singapore's second board, SESDAQ. But 
most of the makers are small and depend- 
ent on one or two major companies for 
most of their output, which is based on 
contracts normally valid for less than a 


year. That makes them extremely vulner- | 
able to changes in demand or loss of or- | 
m | 


ders from the majors. 
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Scottish mill 
for Malavsia 


| Indonesian firm plans 
steel plant in Trengganu 


By Mark Clifford in Hongkong 
wie Sin An got his start in the steel- 
making business in the late 1970s. 
He bought an old mill from Japan 

and shipped it to Surabaya in East Java, 

where his steel-trading operations were 
based. Now Gwie, also known as 

Gunawan, hopes to do the same on a 

grander scale. His Jayapari Steel group 

announced it will pay M$2 billion (US$760 
million) for British Steel's shuttered’ 

Ravenscraig plant in northeastern Scotlandl 

and move it to Kemaman, in the gas-richi 

Malaysian state of Trengganu. 

Gwie "has come from nothing to some 
prominence" and has a good reputation for 
meeting his obligations, says Eugene 
Galbraith, president-director of the Jakarta 
| office of stockbroker HG Asia. An invest: 
ment banker in Hongkong, however, says 
| the resolution of financial difficulties ай 
Gwie's group in the early 1980s was “one 
of the more tortured restructurings" of tha* 
| time. 

An executive of Jayapari Steel said i* 

| will have only a minority stake in the 

project, with an unnamed Asian stee 
maker holding the majority. The Malay 
| sian plant will be required by the 
| government to export at least 8096 of its 
| annual 2 million-tonne capacity of stee 
| slabs. The Indonesian group says mos. 

will go to Surabaya, where Gwie operate 
two steel facilities, publicly traded Jayapar 

Steel and privately held Gunawam 

| Dianjaya. 

“We hope that there will be some techy 

| nology transfer," says a Malaysian goverrw 

ment official. But because of the heavy ех 

port requirement, there may be little im: 

pact on the Malaysian steel market, h 

| adds. Two previously mooted foreign stee 

ventures in Malaysia have gone nowhere 
| One was proposed by Pohang Iron & Stee 
of South Korea, the other by Taiwan' 

China Steel. 

Gwie's existing operations are ехрапой 
ing. Gunawan Dianjaya opened in late 199 
and a company executive said that it 
360,000-tonne annual capacity is expectec 
to be doubled next year. Jayapari Steel (cam 
pacity: 80,000 tonnes) had estimate« 
turnover of Rps 52 billion (US$25 millior 
last year and net profit of Rps 4.8 billiow 
according to Nomura Indonesia. 
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JAPAN 
Nippon Housing bail-out 


Japanese banks agreed on 26 
February to forgo interest for 
10 years on Y830 billion 
(US$7.1 billion) in credits to 
Nippon Housing Loan, the 
country's largest home-finance 
firm. The banks will also 
extend Y60.2 billion in new 
loans. The bail-out is expected 
to serve as a model for the 
rescues of seven other 
»ousing-loan firms. 


Charges settled 


US subsidiaries of Daiwa, 
Yamaichi and Nomura, three 
»f Japan's Big Four securities 
"rokerages, agreed to pay 
JS$800,000 to settle charges by 
бе Securities and Exchange 
-ommission that they violated 
JS disclosure and trading 
‘ules. The SEC was unable to 
each agreement with Nikko 
becurities, the fourth big 
»roker, on charges that it hid 
JS$18 million in foreign- 
‘xchange losses. The 
ommission has filed suit 
gainst Nikko. 





ermany’s Kohl lobbies. 


SOUTH KOREA 
.ohl backs Siemens 


yerman Chancellor Helmut 
ohl, making a three-day state 
isit to Seoul, lobbied on 

ehalf of Siemens, which is 
idding for South Korea's 

Yon 5.8 trillion (US$7.3 

Шоп) high-speed rail 

»ntract, to be awarded by 
üd-April. France's СЕС 
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Alsthom and Japan's 
Mitsubishi Heavy Industries’ 
are also vying. 


Stocks fund extended 


Officials in the administration 
of new president Kim Young 
Sam said the three-year term 
of a Won 4.5 trillion 
stockmarket stabilisation fund, 
launched in May 1990, will be 
extended for several years to 
avert a massive sell-off. 





INDONESIA 
Oil contracts awarded 


State oil firm Pertamina 
awarded oil exploration and 
production-sharing contracts 
to Canadian and US 
companies on 27 February. 
Esso Exploration & Production 
Pasemah and Mobil Pasemah 
are expected to spend at least 
US$21 million over the next 10 
years jointly exploring the 
8,600-square-kilometre 
Pasemah bloc in South 
Sumatra. Trend International 
and Andarko Indonesia won 
joint rights to a 8,200-km area 
in Jambi province, involving a 
US$49 million investment, 
while Atlantic Richfield 
Wiriagar received a 300-km 
patch іп Wiriagar, Irian Jaya. 
Canada's Permintacer 
Petroleum won rights over a 
6,600-km area in North 
Tanjung, Central Kalimantan. 





PHILIPPINES 
Napocor board quits 


President Fidel Ramos won 
the resignation of the seven- 
man board of the National 
Power Corp. (Napocor), 
giving him a free hand to 
revamp the beleaguered 
utility. He is expected to 
retain the state-owned 
company's chairman, Delfin 
Lazaro, but replace president 
Pablo Malixi. 


PLDT opens up 

Philippine Long Distance 
Telephone president Antonio 
Cojuangco told Ramos on 24 
February that PLDT will open 
its facilities to interconnection 


PLDT's Cojuangco pre-empts. 


by competing phone 
companies. The decision 
appeared to be a bid to pre- 
empt legislative moves to 
open up the networks of all 
telephone companies. 





VIETNAM 

Mining revision 

The Australian Government 
and UN Development 
Programme signed a 
US$588,000 deal to help 
Vietnam draft a new mining 
code — which foreign 
companies hope will make it 
easier for them to begin 
exploiting Vietnam's mineral 
resources. Foreign mining 
firms say it is difficult to 
negotiate mining 
agreements because Hanoi's 
1989 mining ordinance is 
vague on land-use and 
development rights. 


Big money 

The State Bank, attempting to 
facilitate business transactions, 
issued new banknotes on 2 
March for Dong 20,000 and 
Dong 50,000. Previously, the 
largest denomination in 
circulation was the Dong 
10,000 note, worth about 95 
US cents. 





CHINA 
AT&T accord 


Officials of the State Planning 
Commission signed an accord 
by which US telecoms giant 
AT&T will help China make a 
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variety of communications 
products. The deal, under 
which AT&T will also provide 
training, marks the end of a 
ban that has kept US firms out 
of China’s huge telecoms 
market since 1989. 


MALAYSIA 
Watchdog launched 


A nine-member Securities 
Commission was launched on 
1 March amid reports that the 
Malaysian Registry of 
Companies is investigating 
charges of insider trading on 
the Kuala Lumpur Stock 
Exchange. The counters under 
scrutiny include Sistem 
Televisyen Malaysia, the New 
Straits Times Group, 
Malaysian Resources Corp. 
and Renong, all closely linked 
with Malaysia's ruling party. 


INDIA 


Phone appeal upheld 


The Delhi High Court set 
aside the government's award 
of provisional licences to eight 
foreign partnerships to operate 
cellular telephone networks in 
four major cities. The court 
directed that rejected bids by 
India Telecomp and 
Hutchison Max Telecom be 
reconsidered. The ruling 
threatens plans to have 
networks operating by year's 
end in New Delhi, Bombay, 
Madras and Calcutta. 


SNn31 AVE 


Price-earnings ratios, 
by stockmarket 
Hongkong Ё 
(Hang Seng) Wi 1992. 
Singapore = Yate 
(Straits Times) 
forecast, 
Malaysia ( ) 
(Composite) 
Thailand 
(SET) 
Indonesia 
(Composite) pee 
Japan [2 
(Nikkei 225) 
1 1 1 1 ! 43 
5 15 25 35 45 55 
Source: Smith New Court Far East 
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PRICES 


ЕСІТТІ” НИН 


Latest sale to 1 Mar. 


Gold 


Copper 
Current delivery (Mar.) 
May delivery 
Aluminium 
Current delivery (Mar.) 
Tin 
Cotton 
Current delivery (Mar) 
“May delivery 
Rubber 
Current delivery (Apr.) 
May delivery 
oe | 
Palm Oil 
Current delivery (Mar. 
May deli ivery 





5 (Sugar - 
d Cre анну Me) р 


Мау delivery |. 


Pepper 
Sarawak Asta ЫК 100% 





Maize 
Currant delivery (Mar.) 
Му еу 





Eo 


Soyabeans 

Current delivery (Mar.) 

May delivery 
“Current delivery (Mar.) 
> May delivery 


СоНее 
Current delivery (Mar.) 
May delivery 










Petroleum 
‘Sumatran light 


Se a 56 tb bushel (7 


BWD, Chittagong Mongi а, US$ a tonne 


f Economic indicators, 
: Economie Growth % (real) (4) 


International Reserves i | 


Latest 
Year earlier 


Trade Balance (total | еы) 


2 Latest 3 months 
T сынға $ months. > 
Year earlier 


5 change previous 3 months 


change year earlier 


a change year e вай 
"Consumer Prices 














КЕ Curtent delivery (Mar). 
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Latest 
London (2) 32840 
New York (3) 
95.05 
95.95 
London {7} Т EE 
1191.00... 
Kuala Lumpur (1) 1482 
New York (3j - 
| 6332 
Kuala Lumpur (8) 
227.50 
227,50 
Опака | ПЕЙ 260.00 
Kuala Lumpur (4) 
1,019.00 
965.00 
New York (3) Р 
a ; 9.97 
ҚЗ 939 
Singapore (9j 
177.50 
7 Chicago (5) 
атаны 372.20 
5% 333.20 
Chicago (6) 
211.20 
219.20 
Bangkok (7) 
267.00 
Chicago (5) 
577.20 
580.00 
New York (71 
905.00 
936.00 
New York (3) 
61.00 
64.85 
Tokyo (10) 19.55 
‘London (10) 18.96 


US$16.53b 


-+05$0.225: 
2 :088041b 


US$10.65b 
0, 6 


ses - 


US$10.99b (Nov) 


/-US$0 22b (Sept Nov 









TRENDS 


China 


12 
10 


US$46.29b (Sept) 


Previous 3 months 
week ago 

782770 39430 - 
98.75 98.20 
120450 - 1,197.50 
14,91 14,95 
8380 5700 
23150 224.00 
260.00 290.00 
4,039.00 955.00 
9.00 843 
182.50 177.50 
366.60 375.60 
212.60 213.00 
272.00 267.00 
573.20 565.20 
897.00 996.00 
65.75 69.00 
19.05 2075 
18.64 19.19 


IM$ akg (2) US$.an oz 13) UScalb (4) M$ a tonne (5) USc a 60 Ib bushel 
à US$ a tonne (8) PSS1, Me a kg (9) S$ a 100 kg (10) US$ a barrel 
Source: Telerate, International Jute Organisation 


US$40.92b 


4US$1.69b (Sept-Nov) 


+05$2,990- 
21552446 


+36 


+219 


US$23.28b 






US$21.59b 


+109 
+297 


Base Ји 89-Jun 90-100 Dec 199 
Latest 3 months index average 107.4 (Jul-Sept} 108.811 
* change previous 3 months +01 na. 
% change year earlier +0. 8 +88 
Money Supply 5 em 
| тілі АУ cue мол, 5609) T 

3; change previous manh 2406 ОТАН 

^s change year earlier — 47. 8- +29.6 
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1,298.50 
1417 


5475 


210.50 
365.00 


915.00 


802 


202.50 
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264.60 


282.00 


580.20 


1,093.00 


69.70 


17.55 
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selected Asian countries 


Hongkong 


52 
56 


US$28.9b (Dec 91) 
па. 


+09$0:416 (Nov-Jan) 
*US$0.600 
09850.37 


9 5$30.460 


Oct 89-Sept 90-10027 
129.9 (Nov-Jan] 

+19 

39.6 
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Currencies US$1 worth: 


Previous 3 months Year 
1 Mar. ratet weekt agot agot 
Australia dollar 14182. 14432 1.4734 13273 
Bangladesh* (ака 38.90 38.90 38.90 3770 
Britain - “ pound” 0.6956 0.6854 0.6598 0.5705 
Brunei dollar 1.645 1.6408 1.6385 1.6435 
Burma' | kyat 6.265 6.265 6.265 6.265 
Canada dollar 1.2492 1.2583 1.288 1.1885 
France franc 5.6015 5.5038 5.4015 5.583 
бегтапу mark 1.6564 1.6225 1.5905 1.6434 
Hongkong dollar 7.1335 7731. 7.739 7.7565 
india* rupee 26.1335 26.1335 25.8264 25.8264 
Indonesia rupiah 2,068.00. ` 2,066.00. ` 2,058.00 2,010.00 
Japan yen 11874 11647 12473 129.73 
Масан” pataca 9.60 960. 8.05 8.05 
Malaysia dollar 2.6325 2.6285 2.5358 2.5815 
Nepal rupee 45.6613 46.4315 46.63 4270 
New Zealand dollar 1.8961 1.9179 1.9581 1.8252 
Pakistan rupee 26.10 26.10 25.525 24.6553 
Papua N.G. kina 0.9799 0.9842 0.9824 0.956 
Philippines 25.278 25:28 25.50 25.98 
Singapore dollar 1.645 1.6408 1.6385 1.6435 
South Korea won 794.90 796.90 785.10 768.60 
Sri Lanka rupee 44.2228 45.028 43.177 41.96 
Switzerland капс 1.538 1.486 1.432 1.4902 
Taiwan NT dollar 25.8505 25.946 25.452 25.191 
Thailand baht 25.46 2538 . 25.52 2552 


Communist China US$-Rmb 5.7402 HK$-Rmb 0.74235 Laos US$«Kip 720.00 
countries: Vietnam US$=Dong 10,480.00 Cambodia /5%-Нігі 2,000.00 


Other: Commonwealth of Independent States (former Soviet Union) US$=Rouble 593.00 
SDR1-US$1,37405 ECU1=US$1.1738 S$1-M$1.6005 


*Officialrate tMiddle rate Source: Telerate for spot rates, Dao Heng Bank Ltd for official rates 


Currency deposit and bond yields 


Eurocurrency and Asian currency unit deposit rates (%)} 
1 3 6 12 


10 year govt 
1 Mar. month months months months bonds yield 
uss 325 321875 3.28125 3.50 15596. 
Sterling 6.125 5.8125 5.5625 5.4375 7.86 
Yen | 3375 3.1875 3.125 3125 404 
Swiss Fr. 5375 5.25 5.0625 475 540 
Dn 84375 8.00 7.625: 7.0625 679 
А$ 5.125 5.125 5.125 525 8.04 
cs 7825 7.50 7.375 7.375 7.35 
ЕСО 9.375 9.25 9.00 8.25 7.91 


{Offered rate Source: Telerate, Salomon Brothers 


India Indonesia Japan Malaysia 

124) 55 2525 85 

44) 6 COMAS 8 

US$4.85b (Nov)  US$10.41b (Oct) US$71.62b (Dec) US$15.94b (Aug) 

US$2.75b US$8.57b US$72.06b US$9.91b 
-US$0.87b (Sept Nov) as 3208) QunAug) 15929720 (Oct-Dec) +US$0.74b (Aug-0 
10851486. ^ aUS2BBID .. +05046 
156052 : К : 2US$2390b - -US$0.34b 

0955.066 0988.488) USS89. 19b US$11.10b 
«6.9 +128 218 +40 

+222 +143 +48 +20.3 

US$593b .... 9866808) 09859470 US$10.376 

4$ 472 70 12 NE 

+271 +5.2 29 $8.3 

1982-100 Apr 88-Mar 89-100 1990-100 1990-100 

2437 (Sept-Nov} 138.1 (Nov-Jan) 105.5 (Sept-Nov) 110.5 (Sept-Noy) 

415 +290 +04 +0.5 

+93 357 +13 +5.2 

9535209) (Dec) Аре 119.051 (ес) %49892 (Novi мутат (Aug) 

304 Жа 4062 7. 

68^ +202 08 e? 


"d ^ Official and other estimates of GDP {GNP in China & Japan] i23 Consumer Price Index A (3) M2 or currency plus bank deposits (4) To March (5; IMF definition of reserves minus gold except for Singapore (6) Іс 
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шаш Hongkong gains as political tensions ebb а а а Tokyo little changed www 


Australia rises on hopes of rate cut т т т Singapore slips after budget announcement 


"па Seoul falls 6.3% а а а Taiwan surges 6.7% in week ended 2 March u т в 
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tilippines Singapore 

45 56 

R 5.5-6.5 

»$3.80b (Sept) US$39.53b (Oct) 

182.43 US$32.16b 

B$1.35b (Oct-Dec) -US$2.28b (Sept-Nov) 
1.29b -US$2.25b 

3$0.81b -US$1.04b 

1$2.55b US$16.90b 

) +42 

7 +11.8 

93.896 US$19.18b 

1 43.8 

BA +187 

98-100 Sept 87-Aug 88-100 

2.3 (Oct-Dec) 113.1 (Sept-Nov) 

6 40.3 

4 +24 

49.02b/9) (Sept) 5575.096 (Oct) 

Б 40.6 

2 +11.9 


cif (8) Including petroleum (9) МЗ (10) % change 


MARCH 1993 


Morgan Stanley Capital International Index = 509.2 (1 Mar.) 


South Korea Taiwan 

52 671 

63 na. 

US$17.12b (Dec) US$83.94b (Nov) 
US$13.70b US$78.80b 
-US$0.46b (Nov-Jan) +US$1.56b (Nov-Jan) 
+US$0.59b +US$2.89b 
-US$1.73b *US$3.04b 
US$19.10b US$20.22b 

43 -3.0 

-3.4 +0.6 
US$19.56b US$18.66b 
+10 43.9 

-9.0 +94 

1990=100 1991-100 
117.4 (Nov-Jan) 105.1 (Nov-Jan) 
unchanged -0.6 

+47 +34 

Won 96.77t (Dec) NT$8.62t (Dec) 
+2.6 +0.2 

+144 +16.0 


over past 3 months (11) One month 


Thailand 


75 
7.2-8.2 


US$20.13b (Nov) 
US$16.86b 


-US$2.40b (Jul-Sept) 
+US$0.11b 
-US$0.20b 


US$8.83b 
+14.5 
+126 


US$11.2b 
+9.9 
+11.8 


1986=100 
132.4 (Jul-Sept) 
+1.6 


+48 


Baht 2,018.2b (Sept) 
+17 
+174 


Source: Official statistics 
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Source: t Smith New Court (Far East Limited) 


Interest rates (%) 


Prime Interbank Interbank Interbank 
1 Mar. lending 1 month 3 monthst 6 months? 
Australia 10.00 5.42188 5375 5.375 
Britain 6.00 6.0625 5.875 5.625 
Hongkong 6.50 2.9375 3.1875 3.4375 
Indonesia 21.00 13.25 13.50 13.75 
Чарап 490 

74.00 3.50 3.3125 3.25 

Malaysia 9.00 7.67 7.55 744 
New Zealand 1125 7.30 7.10 7.03 
Philippines 18.00 12.125 11.1875 10.3125 
Singapore 5.00 1.625 1.8125 2.1875 
South Korea 1:12.00 -= - - 
Таімап 8.25 -= - - 
Thailand 11.50 10.00 10.00 - 
Us 6.00 3.1875 320813 3.3125 
“Long term —"'Shortterm +tMonetary Stabilisation Bond (1 year) 
fOffered rate Source: Telerate and Review Data 
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alaysian tycoon Quek Leng 
Chan is about to reap a double 
reward for helping to finance 
the January management buy- 
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| out of the country's largest newspaper 
| group and only privately operated televi- 





'k, who heads the Hong 
finance companies, has vir- 
| tually securec regulatory permission to 
гада ми Bank sad Ban Hin Lee Bank to his 
: Ung to sources inside the 
vs National Organisation 
minant party in the ruling 
'alition. 

on to acquire the banks 
sould be Quek's reward for 
tace for four Malay media 

| executives who agreed to pay M$800 mil- 
Шол (099303 5 million) to take over the 
н | New Straits | nes publishing group and 
“| Sistem Televi: «en Malaysia from Renong, 
an Umno-linkcd company. Ownership of 
the banks wou enable the ethnic-Chinese 
Quek to comp «te Hong Leong’s transfor- 
mation into a © nancial supermarket. 

Ап acquisition of MUI Bank, Malaysia's 
argest bask based on assets, would 
end one ©! Malaysia's longest takeo- 
rer sagas. Malan United Industries (MUI) 
hairman Kho: Kay Peng, who controls 
5196 of the bark through direct and indi- 
ect stakes, һа» been fighting a 19-month 
-takeover attempt by Berjaya Group chief- 
ain Vincent Тап. The Berjaya boss 
| amassed slight: more than 30% of MUI 

shares in 1991. 

The Umno sources say the only choice 
ог Tan is tc divest his stake in MUI to 
Hong Leong, a neutral third party. Khoo, 
Сап ethnic Chines: whose business clout has 
been weakened by enemies at Bank 
Negara, the cer:iral bank, and the Malay- 
26 'aciation, is eager to divest 
“мо Bank as part of a settlement involving 
| Hong Leong. This way, the sources say, 


7 | sion station. 
¿o| Leong group сі 
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| Khoo can reduc: his corporate holdings in 
221 Malaysia at a profit and rid himself of Tan 


| and political enemies at the same time. 

А settlement. however, has been de- 
| layed by Khee s insistence that Hong 
| Leong buy MU! Bank and міл Finance for 
{тоге than M$! billion. Khoo is also de- 
| manding that Tan not make a profit in the 
| divestment of his MUI stake by arguing that 
| the Berjaya chic? not be paid more than 
^. | M$240 a share, the approximate price he 
= | paid for them. Tan is balking. He is paying 
| carrying costs that would + lue his current 
| interest in MUI 2: about М52.80 a share. 

|. Nonetheless, Hong Leong is expected 
to gain control of MUI Bank. The Umno 
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sources say Malaysia’s Finance Ministry, 
which is overseeing the takeover, would 
not block Mu! Bank's transfer to Hong 
Leong. Rumours that a settlement had 
been reached caused Muts share price to 
shoot up on the Kuala Lumpur Stock Ex- 
change in the last week of February. 

But whether Hong Leong will pick up 
MUI Finance is not clear. Quek's pursuit of 
Ban Hin Lee Bank has been a separate is- 
sue. Hong Leong has been angling for per- 
mission from the Finance Ministry to take 
over the bank since 1991, when it secured a 
20% stake through its stockbroking arm, 
Zalik Securities, in 1991. 

Bankers say MU! Bank and Ban Hin Lee 
acquisitions would be a coup for Hong 
Leong, which seeks a banking unit. It 
would also show. that being on the right 
side of the political tracks is paramount in 
Malaysia and that favours are repaid. 

ш Doug Tsuruoka 


Hongkong investors ushered in March at à 
luncheon where they heard a pitch for one 
of the more improbable financial cocktails 
so far this year: a convertible Euro-bond 
issue worth Sfr 75 million (U5$49.5 million) 
that is a play on a Libyan construction 
project and a bet on the liberalisation of 
South Korea's agricultural market. 

The issuer is Dong Ah Construction, 
whose claim to fame is the work it is doing 
on Libya's Great Man-Made Waterway, a 
project that involves building more than 
3400 kilometres of pipeline through the 
Libyan desert. The contractor so far has 
received a little more than half of the 
US$8.2 billion due to it under the contract. 

The company insists that the remainder 
of the work will see a better bottom line. 
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Hong Leong coup 


But if any problems arise with the Libya 
contract, it would be a body blow to th 
contractor, which has more than five time 
as much debt as equity. 

Dong Ah's order book also include 
engineering and factory-construction wor 
in South Korea. Moreover, the firm ехресі 
to win about 7% of the US$82 billion i 
infrastructure contracts that the South Kc 
rean Government will parcel out over th 
next five years. 

It also has big plans ahead of it, such г 
a proposed venture (with South Korea 
steelmaker Posco) to build a Peking-Hon; 
kong highway. Curiously, Posco source 
say the deal is dead, leading sceptics | 
wonder if grand talk of “hydro dams, ai 
ports and electric-power plants” in Chini 
Vietnam and Burma is not a tad prem: 
ture. 

Yielding a little over 3% (or 6% on 
yield-to-put basis), the convertible bonc 
are not unattractive. But Dong Ah has y: 
to show that it can make big money froi 
its contracts. With revenue last year ‹ 
US$1.6 billion, it managed to eke out on. 
US$25 million in net profit — a record yea 

Dong Ah's main hope is in property d 
velopment. It owns a 1,300-hectare tract « 
reclaimed land midway between Seoul an 
the new international airport being built c 
Yongjon Island. Booked at US$50 millio 
Dong Ah says the property is worth at lea 
20 times that amount. But Dong Ah mig. 
have trouble realising that value, as the lar 
was reclaimed with the idea of putting pa: 
dies there. In spite of a land shortage, r 
strictive zoning laws do not allow farm lar 
to be easily reclassified. 

Without saying so directly — for 1 
patriotic South Korean would ever want 
be seen favouring rice imports — Ryu to 
his audience of Hongkong brokers at 
bankers that pressure from other countri 
is likely to force South Korea to open up: 
rice market. "No more [new] agricultui 
land will be necessary in Korea," he say 
Ryu is confident that Dong Ah will be at 
to have the land rezoned by 1995. 

Dong Ah, which is trading at 11 tim 
estimated 1993 earnings, could be a bene 
ciary in South Korea of falling intere 
rates, strong infrastructure spending ат 
property development. Shroff, howewv 
wonders whether the company will real 
be able to realise a healthy profit fro 
its huge volume of business. But for nc 
elty value, the convertible is hard to be 
where else can you find a Qadaffi boi 
with a Uruguay Round kicker? 

` m Mark Cliffc 
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Ihe key to 
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The key to the monumental gate of the temple in Augusta Raurica. 
Weighing 1.5 kg, this bronze key typifies the power and strength of the Roman empire. 


In a world of rapid change, there is a premium on security. The security that comes 
with financial strength. The security you can count on at Swiss Bank Corporation. 
Our investment counsellors and risk managers will give you the advice you 
need to protect your assets. Advice based on first-class research. On the global 
resources of SBC. And on its powerful network of international contacts. You can 
rely on our proven strength: our solid equity base, ample cash flow and record of 
profitability. Above all, we're dedicated to making our know-how and strength 
work for you. You'll find us on all the world's major markets. Why not get in 
touch with one of our people? In Basel: 4161288 2020, Geneva: 4122375 7575, 
Hong Kong: 852 842 1222, Singapore: 65 224 2200, Tokyo: 813 5473 5000, Zurich: 


4112231111 and in more than 50 other major cities around the world. 


Swiss Bank 
Corporation 
The key Swiss bank 


ne of the first things we all learn 
(6) is that numbers begin at опе and 
stretch into infinity. 

Somewhat later, financial 
professionals learn another important 
lesson, often the hard way. Namely, 
that not all those numbers are accurate. 

The understanding of that 
mathematical truth is what makes Dow 
Jones Telerate® number one in its field. 

Actually, much of that field was our 
invention. In 1969, Telerate pioneered 
the delivery of on-line financial 
information with real-time prices for 
commercial paper. 

Over the years, no other company 
has collected more data for the electronic 
marketplace. All considerably enhanced 
by association with Dow Jones, the 
preeminent provider of business news 
and information. 

The result is a continuous feed of 
numbers, news, analytics and 
commentary on government securities, 
foreign exchange, mortgage-backed 
securities, equities and energy. Time- 
critical data, enough to fill 50,000 pages, 
gathered from the world’s leading 
brokerage houses, banks and exchanges. 

Much of it not found anywhere else. 

And all of the above would be 
completely useless (or downright 





unprofitable) if the information weren't 
accurate. 
If the quotes were from questionable 


or anonymous sources. If trading prices 


were 15 minutes old. Or if the num- IF YOU WANT NUMBERS 
bers were just plain wrong. YOU CAN COUNT ON, 

But fortunately, the numbersareright. THIERE’S A SUPREMELY 
Which is a supremely logical argu- LOGICAL PLACE TO START. 


ment for using them. 
For moreinformation, call your local Telerate 


representative. 


LTELERATE 


Dow Jones Global Information Telerate is a registered mark of Telerate Systems Incorporated. © 1991 Telerate Systems Incorporated. АП Rights Reserved. 32003 





CLASSIFIED ADVERTISEMENTS 


Investment | | | Financial Services Education _ E 


California property developers 
offer unique investment in the 
recession-proof central valley. 
Includes: light industrial lots, ail 
services in and ready to build, 
$51,000; new & successful 


Shopping center $3,800,000; fully 

approved residential project, 1/2 

interest, $2,400,000 buy direct 

from owners, for complete info. 

package fax (66-53) 273487 in 

"Thailand or (408) 378-1823 in the 
| US. 





Business 








Agents wanted in countries 
ofthe Asia Pacific to market 
and distribute a new golf 
rule book. 


Contact Staggs Corp 
Fax 612 967 2477 
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/ COMPANIES 


Full Nominee Management, Accounting 
and Admin services available at 
reasonable cost with no hidden extras. 
Ready made Companies available 


GIBRALTAR 
HONG KONG 
ISLE OF MAN 
MADEIRA 
MAURITIUS 
PANAMA 

S. IRELAND 
W. SAMOA 


Other jurisdictions and offshore trusts available 


on request. 

ALL CREDIT CARDS ACCEPTED 
For immediate service and free 60-page 
full colour brochure Contact 
COLIN FORSTER 
Overseas Company Registration Agents 
Companies House, Ramsey. Isle of Man 
Tei: 0624 815544 Fax: 0624 815548 
PETER SIDNEY 
72 New Bond Street, London W1Y 900 
Tet: 071 355 1096 Fax: 071 495 3017 
DIANA BEAN 
24 Raffles Place, 26-05 Clifford Centre 


UNIQUE IN THE WORLD OF 
MANAGEMENT EDUCATION e 
UNIVERSITY OF SOUTHERN 


CALIFORNIA 114.1:Ж1:7.#^, ONE 


YEAR * MID CAREER * PACIFIC RIM 


FOCUSED * INTERNATIONAL MBA e 
PRACTICAL » 


RELEVANT e 
DEMANDING * ALUMNI NETWORK 
40,000 STRONG * UNIQUE IN THE 
WORLD OF MANAGEMENT 


Singapore 0104 
Tet (65) 535 3382 Fax: (65) 535 3991 
STELLA HO 
1815 Hutchison House, Hong Kong, 
Tei (852) 522 0172 Fax: (852) 521 1190 
KEVIN MIRECKI Attorney at Law 
2121 Avenue of the Stars, 6 FL. 
Los Angeles, Ca 90067, U.S.A. 
Tek: (310) 5514106 Fax: (310) 5516684 
For U.S.A. vations Toll Free 
{1-800 INCS) 
SUNIL BANYMANDHUB 
Les Cascades Building, 5th Floor, 
Edith Cavell Street, Port Louis, Rep. of Mauritius 
Tel: (230) 212 9800 Fax: (230) 212 9833 


UK 0800-269900 
|, USA 1-800-2834444 
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EDUCATION * SIXTEENTH ANNUAL 
UNIVERSITY OF SOUTHERN 
CALIFORNIA IBEAR MBAPROGRAM 
e 213/740-7134 • 213/740-7559 FAX 













DEGREE COURSES 


Take a Master's degree in Business 
Administration (MBA) entirely at home 
anywhere in the world. Also Bachelor's, 
Master's and Doctorate programmes 
in Computer Science, Economics, 
Education, Engineering, International 
Law, Languages, Sciences, etc. 
Knightsbridge University, Dept. 
FERS, Stefansgade 22, Copenhagen 
2200, Denmark. fax: «45 31 81 58 14 
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When you need important informa- 
tion, you invariably want it fast and 
accurate. The Review Index enables 
rapid access to the most respected 
Asia-Pacific information source: The 
Far Eastern Economic Review. Every- 
thing published during the preceding 
quarter, by country, subject and date is 
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Review Classified Sections 


The classifications available in this section are as follows; when 
booking, please state your requirements: 
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Appointments Investment Opportunities 











Business Equipment Notices detailed in the Review Index. 

Business Opportunities Personal Т 

Business Services Property his essential research tool is also available as a cumula- [ane 
n TS ARR tive annual edition. End hours of needless searching. Sub- 

Conferences & Exhibitions Positions Wanted scribe now and receive your Review Index four times per 

Courses & Seminars Publications year, including the cumulative annual at US$59 per annum, 

Education Residential Schools or the cumulative annual alone for US$43 per annum. 

Fellowships Universities 







Hotels & Accommodation 









To place your classified ad, fax: 
Hong Kong (852) 5031537 or call: 
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By Louise do Rosario 


ntil a few months ago, Kenichi 
U Ohmae, chairman of management 

consultant McKinsey & Co. in Japan, 
was a prominent business consultant with 
little involvement in politics. 

Today, the 50-year-old management ex- 
pert, who holds a bachelor's degree from 
the elitist Waseda University and a doc- 
toral degree in nuclear engineering from 
the Massachusetts Institute of Technology, 
is the leader of a citizens’ campaign lik- 
ened by some to that of former US presi- 
dential candidate Ross Perot. 

In November, he set up a political group 
to reform Japanese politics that has already 
attracted 50,000 members, each paying the 
required Ұ10,000 (US$84) fee. By contrast 
the Japan New Party, another new political 
movement set up six months earlier than 
Ohmae's, has only managed to get 12,000 
paying members so far. 

Ohmae calls his group Reform of Heisei, 
using the reign name of Emperor Akihito. 
He hopes membership will eventually 
reach a million and intends to put up 50 or 
more candidates to run in the Lower House 
elections later this year. 

Like most Japanese, Ohmae started as a 
salaryman. He joined Hitachi Ltd as a nu- 
clear-reactor engineer in 1970 but left two 
years later to join McKinsey. Explaining his 
move, he said that while Hitachi was a 
good company, it was boring to devote 
one's whole life "to making only one nu- 
clear reactor." At about the same time that 
he embarked on his new career, Ohmae 
made another major decision, to marry an 
American, Jeannette Scott. They now have 
two sons, aged 13 and 18. 

Ohmae immerses himself in his work 
and is sbmetimes at his desk by 5 a.m. He 
makes 20%о 25 overseas trips a year and, 
within Japan, tries to save time while trav- 
elling by holding meetings with his staff in 
a well-equipped van. When not working, 
he likes to make motorcycle trips with his 
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Kenichi Ohmae 





Consultant turned 
politician in Japan 


A nuclear engineer by training, he has won 50,000 
supporters in a citizens’ campaign to drastically 


reform the government 


sons to the woods of Nagano, a three-hour 
drive from Tokyo. 

In recent years, Ohmae’s fame has 
spread, thanks to his vigorous preaching 
of popular economic concepts such as glo- 
bal companies and borderless economies. 
Fluent in English and articulate in broad, 
abstract concepts, Ohmae also has won ad- 
mirers overseas for views that are often at 
odds with those of most Japanese compa- 
nies. Like Akio Morita, the controversial 
chairman of Sony, Ohmae is now one of 
the best-known personalities overseas from 
a country often described as faceless. 

Why is Ohmae entering politics now? 
He finally decided “to do something” be- 
cause like many others he is getting impa- 
tient with the current weak political lead- 


€ There will bea 
major political 
restructuring after 
the elections є 


ership, which cannot solve crucial issues 
such as rising trade friction. “For the first 
time in post-war Japan, there will be a ma- 
jor political restructuring after the election 
this year,” he says, echoing a widely held 
view that Japan’s political system, seriously 
shaken by scandals and factional rivalry in 
recent months, is ripe for change. “Existing 
parties will decompose.” 

At this stage, it is difficult to define 
Ohmae’s organisation. It is not a political 
party. It is also not attached to any existing 
party. But Ohmae says it will endorse poli- 
ticians of existing parties if they share “the 
same view as ours.” 

Ohmae’s vision is perhaps too sweep- 
ing and radical for today’s Japan. In his 
book, Reform of Heisei, which is said to have 
sold 300,000 copies, Ohmae says Japan 
needs a new constitution, a new national 
flag, a new politician-bureaucrat power 


FAR EASTERN ECONOMIC REVIEW 


balance and a new federation of states. Ни 
says power should be shifted from the cen 
tre to the localities while some ministrie 
should be made smaller or dissolved. Hi 
argues the existing power structure is tha 
of a developing country and is not appro 
priate for a global power. 

Such radical proposals have made Re 
form of Heisei distinct from other politica 
groups that have sprung up in recen 
months. Another difference is Ohmae's us 
of business management techniques. "Fo 
better or for worse, that's the only skill 
have," he says. 


ditional rituals and pork-barrel aspect: 

Ohmae's methods appear ultra-moderr 
He uses elaborate flow charts to explai: 
the workings of his group, and a Moody 
like rating system to screen politicians wh 
want his official endorsement. 

Not everyone approves of Ohmae' 
style and thinking. ^His ideas are not the 
progressive and are quite confusing," sai 
Prof. Shoichiro Hatsuoka of Himeiji Un: 
versity in Kobe. "I see no consistent polit 
cal thinking behind what he says." 

Another common criticism is the 
Ohmae's aloof manners make him un-Jé 
panese. ^He is arrogant, talking down t 
listeners," said one female journalist. Po: 
sessed of an impressive-looking face and 
small frame, Ohmae speaks with a conf 
dence and directness rarely encountered i 
Japan. 

Still, his writing continues to be popt 
lar. He has written dozens of books an 
numerous articles, both in Japanese an 
English. In the coming months, Ohmae wi 
have little time for writing. He will be o 
the road constantly to meet would-be cati 
didates and to spread his message. "T 
continue to organise this group until Japa 
really changes and then I can go back | 
my normal business again," he says. "Th 
will take at least six years, or two election 
to succeed." 


| па political scene well-known for its tra 
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Alcatel. Solutions for м 


As the world leader in communications 
systems, we are dedicated to bringing people 
together. 

As part of Alcatel Alsthom, we believe that the 
best solutions stem from a combination of global 


experience and local understanding. Which 


is why our 134,000 employees work in clo: 
partnership with our customers in over 11 
countries. Through Research and Developme 
we are continually enhancing the capobili 
and efficiency of communications networks. 


This includes such advanced services « 





dwide communications. 


roadband communications, corporate networks, 


nd the highly intelligent Global System for 
^obile communications (GSM). 

And so, together with our customers, we 
ontinue to provide communications systems 


olutions, worldwide. 


ALCATEL 


Number one worldwide in communications systems. 


Alcatel n.v., World Trade Center, 
Strawinskylaan 341, NL 1077 XX Amsterdam, The Netherlands 





LETTERS 


Letters intended for publication must include the writer's name and address 


All letters are subject to editing for length 





Small Comfort 
Regarding your story Comfort Women 
Haunt Japan [COVER STORY, 18 Feb.], I was 
shocked to read how these women had 
been raped and victimised by the Japanese 
imperial army during World War II. Some- 
thing must be done to force the diehards in 
the Japanese Government both to admit 
the crime committed and compensate the 
victims. 

In the event that such an admission is 
not forthcoming, the governments of South 
Korea, China and those of Southeast Asia 





where the Japanese imperial army commit- 
ted these crimes ought to impose a special 
tax on Japanese enterprises now operating 
within their borders. The proceeds from 
such a tax would be used to compensate 
the victims. Were this joined by pressure 
from Europe and the US on Japan, many 
of these women — including Okinawans 
— might finally see the compensation they 
deserve. 
SHIGEMICHI ISHIDA 
Kawasaki, Kanagawa 
Japan 


Number Games 
With regard to your article Living Down 


Dili [11 Feb.], your reporter mentioned that 
Indonesian forces had killed 50 East 
Timorese in Dili on 12 November 1991. 
This figure is, of course, the official one ar- 
rived at by the Indonesian Government. 
The number is very much disputed, for 
a number of reasons. The composition of 
the commission of inquiry was not truly 
independent in that many of the appoint- 
ees held or hold military positions. Hu- 
man-rights organisations, various aid 
groups and foreign newspapermen who 
witnessed the massacre put the death toll 
much higher. Amnesty International dis- 
missed the government report as “basically 
flawed.” Although the government re- 
leased no names and did not disclose the 
whereabouts of the bodies of those killed, 
a report collated by East Timorese in East 
Timor which did mention names, occupa- 
tions and ages put the death toll at 273. 
They also listed 255 missing and 376 
wounded at the Santa Cruz massacre. 
Finally, various human rights organisa- 
tions and an Australian parliamentary del- 
egation have been denied access to East 
Timor. These actions harm Indonesia as a 
whole and the vast majority of the Indone- 
sian people who believe in justice and the 
right of a country to be independent if it so 
desires. 
DENNIS YUEN 
Friends of East Timor 
Perth 





Withdrawal Symptoms 
In his review of the book the U.S.-South 
Korea Alliance [BOOKS, 21 Jan.], Mark 
Clifford misrepresents my contribution. He 
states that I call on the US to “sharply and 
unilaterally reduce its military presence in 
order to save money and boost inter-Ko- 
rean talks.” 

My position as spelt out in the book and 
in numerous other writings is that any US 


force withdrawal from Korea should bi 
linked to progress in arms control. No 
where in my contribution to the book do 
propose unilateral US force withdrawals о 
redeployments unrelated to what th 
North and the South do. However, I di 
envisage gradual US force withdrawals a 
part of a larger arms-control process tha 
would include the redeployment of th 
forces of the North, the South and the U! 
during the process. 

I argue that the South should respon 
to the North’s arms-control proposal 
“with meaningful counter-proposals. П 
addition to mutual North-South force re 
ductions, as proposed by Pyongyang, thi 
South should urge mutual pullbacks b' 
North and South from the DMZ as a pre 
condition for a similar US pullback." 

SELIG S. HARRISO! 
Carnegie Endowment for International Реас 
Washington, D.C 





You Can Bank on It 

I was intrigued by your warning to Viet 
nam on the dangers of letting well 
intentioned but apparently misguidec 
multilateral financial institutions (MFI) pro 
vide any assistance [Think Twice, EDITO 
RIAL, 18 Feb.]. Your editorial writer seem: 
to have come to this conclusion on the ba 
sis of the economic situation in the Philip 
pines, which allegedly is solely the resul 
of MFI interventions. I wonder whom on 
blames for the successes of China, Indone 
sia, Korea, Malaysia and Thailand, wher 
the same well-intentioned but misguidec 
MFIs have been active for:decades. Perhap: 
the obvious escapes you — that countrie: 

determine their own fortunes. 
GAUTAM S. KAJ 
Regional Vice-Presiden 
East Asia and the Pacific 
The World Bank-International Finance Corp 
Washington, D.C 
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УУНА ТІРЕ HY ATTS 
STAY AT RENAISSANCE. 


"We found that our suite came with every 
amenity which we could possibly want. 
Also, the hotel staff went out of their way 
to make us feel welcome and comfortable. 
Renaissance is superb. The entire family 
enjoyed their stay." 

Donald and Sally Hyatt from Louisiana, after a stay at 
the Washington D.C. Renaissance Hotel 
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The Gatt wasn't written with a socialist market economy in mind. 
— Douglas Newkirk 
Assistant US Trade Representative 





s the General Agreement on Tariffs and Trade (Сан) 
considers China’s application for membership, Mr 
Newkirk’s response should be stamped on the march- 
ing papers of every trade negotiator who has anything to do 
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EDITORIAL aCe 


Gatt Lost 


For now, China has no place in the trade group 


with China's case. China anxiously desires re-admission to | 


Сан, largely because it believes that would end the annual 
- -Most Favoured Nation (MEN) hearings in Washington, inas- 
*. much as Сан members are supposed to give one another 
| MEN status. But there are good reasons to hold off. 


Favoured-Nation morality skit. This is also why we oppose 
China's entry to Gatt for now. One of the few post-World 
War П international institutions that has not been corrupted 
|. by special interests or pie-in-the-sky ambitions, Gatt de- 
. pends upon adherence to certain clear rules of the game. 
^. While China has progressed considerably, it still has a long 
ay to go: as the debate over a "socialist market economy" 
indicates, Peking officials can barely bring themselves to 
whisper what they are expected to honour. Other members 







Now, we have always favoured trade-boosting measures | 
and have thus looked askance at America’s annual Most- | 


| of Asia's poor are themselves coming up with novel ways 
understand this, which is why they are insisting on a decid- 


.. edly anti-Gatt “safeguard system" that would allow them to | 
5 put through special quotas and tariffs against China if it - 


_ joins the group and then cheats. 
Another warning flare is China's treatment of Hongkong. 


_ cles,” now supply some 40% of the credit in rural areas and 
| up to 60% in the cities. In the Philippines, a group called 


In the past three months, the officials now petitioning Gatt | 
are the same folks who have deliberately driven Hong- | 
kong's market down to intimidate the colony's people into | 


political submission on Gov. Chris Patten's democratic re- 


: Grameen Bank in Bangladesh, which boasts а 98% repay- 


forms and have called existing contracts into question. China | 
has even allowed the primary political agency dealing with | 
Hongkong, the Hongkong and Macau Affairs Office, to set | 


up the New China Hongkong Group to make investments; 


| cies. 


influence, not markets, may be the new coin of the realm for | 
Hongkong. A China that has such little regard for its pledges | 
to the Chinese people of Hongkong will not likely have | 


more regard for promises to foreigners in Gatt. 


| other members demand accountability from their fellow re- 


The failure to hold China accountable for its bullying of | 


Hongkong is matched only by the failure of Gatt to reward 


‚ shops, fruit stands, home crafts works and other odds ‘n 


Taiwan for its impressive liberalisations. Although the mer- | 


its of the case favour Taiwan over China — Taiwan is even 
applying under the more stringent demands for developed 


|, and dams typically featured in the brochures of interna- 
| tional aid agencies. But while a fair percentage of the latter 


nations — until recently its application was held hostage to | 
- China's. At various times China has subjected Taiwan's ap- | 
plication to petty harassments, such as its insistence that | 


Taiwan be admitted as "Taipei, China," 


the same formula | 


as Hongkong and implying Peking's authority. Gatt has | 


been too accommodating here and elsewhere. 
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1 to see them as potential entrepreneurs to empower. 








It is no honour to Gatt to admit a China that has shown 
no intention of living up to the group's terms and indeed 
sees in membership a means to advance other political ends. | 
Far better for Gatt to get on with its original purpose of ^| ^ 
advancing free trade by keeping its doors closed to those · 
who are not yet up to standard while opening them to those 
who are. If Gatt wants to bring China іп, we suggest оле | . 
strategy: Embrace Taiwan today and announce it would; | . 
happily entertain an application from the "Free-Trading 
Customs Territory of Canton and Shenzhen" tomorrow. m 


Credit the Poor 


Alternative banking fills the gap | 
Е or {аг too long Asia has suffered from a deluge of spe- 


















cialists devoted to the idea that development is only a 
billion dollars or a billion birth-control devices away. 
The increasing evidence suggests, however, that develop- 
ment has less to do with lavishing aid on people or with 
reducing their numbers than with unleashing their poten- | 
tial. Rather than wait for development to trickle down, many 


to fill the credit needs of their entrepreneurs-in-the-rough. 
In recent weeks our own pages have detailed several | . 
examples. In Vietnam, hui groups, or informal "credit cir- |. 


Tulay sa Pag-unlad has helped create thousands of jobs with. | __ 
loans as small as US$20. This week we report on what may 
be the granddaddy of such efforts, Muhammad Yunus’. 





ment rate even while lending to some of the poorest people 
in the world. None of these banks enjoys the resources of 
the larger commercial banks or multilateral lending agen- 


What they do have is a sound grasp of market discipline 
and what it takes to make an enterprise work. Since any 
weak link in the credit chain can cost the group dearly, 


cipients, who are often neighbours. Certainly the tyre repair 


ends services are not as sexy as the shiny factories, roads 


projects never seem to make it to the operational stage, the 
micro-enterprises spawned by these informal credit circles 
help bring the poor not only a living, but the dignity that 
comes with self-sufficiency. Perhaps it's time the rest of us 
stopped looking at the poor as mouths to feed and started 
" 
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Brandy Chaser 
Growing prosperity in China's coastal 


| region is threatening one of Hongkong’s 


long-standing pre-eminent positions. Busi- 
ness sources say that in 1992 China un- 
seated Hongkong from its fourth position 
among the world's top importers of French 
Cognac. Because most Cognac "exported" 


| to China is smuggled, the country's rising 


status cannot be verified in official trade 


| figures. Hongkongers, however, retain 


their standing as the highest per-capita | 
| emissaries to Sihanouk in Phnom Penh last 


consumers of Cognac in the world. 


| Nuclear Fusion 





Senior Taiwanese officials say that Tai- 


took part in the negotiations. The Kachins 
are said to have asked for a nationwide 
ceasefire and that further talks include 


| other rebel groups. 


Rejected Suitor 

South Korea recently made an indirect 
approach to Prince Norodom Sihanouk in 
an attempt to secure his approval for open- 


| ing diplomatic relations with Cambodia. 


| pei and Peking are close to agreement for | 
| the joint development in China of a mod- 
ern disposal facility for low-level radioac- | 
tive waste from both sides of the Taiwan | 


Straits. The site, expected to cost US$1 bil- 
lion and involve technology transfers from 
Europe, would be large enough to accom- 
modate some 150,000 drums of radioactive 
material accumulated in Taiwan since 1979, 
as well as all low-level waste produced by 
both governments for the next three dec- 


ades. The facility would be located either | 


| in northern China or on an island in the 


South China Sea. 


Houses of Straw 


The suggestion delivered by Cambodian 


month was rejected out of hand by the 


о 
> 
5 
2 
o 
2 
т 
; 
o 





Sihanouk and N. Korean guards. 


prince, who was quoted as saying that "as 


| long as I am alive there will be no South 


Anxious that the Uruguay Round of in- | 


ternational trade negotiations not be de- 
railed, the Japanese Government is apply- 


ing indirect pressure to coerce farmers into | 


accepting some liberalisation of the rice 


| market. It has been hinted, for example, 
| that official funds are more likely to be | 


available to those agricultural bodies need- | 


ing help to deal with their bad investments 


| that agree to be flexible over rice imports. 


Nokyo, the national farmers' organisation, 


| has huge financial exposure to ailing, 


quasi-official housing loan institutes while 
various agricultural cooperatives are ex- 
posed to other sectors of the troubled prop- 


| erty market. 


Burmese Maze 
Secret peace talks were held between 


Korean embassy in Cambodia." Sihanouk 
maintains close personal ties with North 
Korean President Kim Il Sung, has a per- 
manent residence in Pyongyang and about 
20 North Korean bodyguards. 


Electric Shocks 


Diesel-powered generators with a com- 
bined capacity of more than 2,000 MW 
have been installed by private factories, of- 
fice blocks and government departments 
since serious brownouts became part of 
Manila's routine in early 1990. Officials are 
now saying National Power Corp.'s base- 
load power generation may not reach the 
point where it can accommodate normal 
demand until 1996. 


| Banking Turn 


Burma's military government and ethnic | 
| banks later this year by allowing several 


Kachin rebels on 22 February in the Kachin 
state capital Myitkyina. The insurgent 
Kachin Independence Movement (KIO) sent 
a seven-man team, headed by one of their 
top leaders, Brig.-Gen. Tu Jai, to talk with 


an equally strong delegation from the Bur- | 
| nies — expected to be the biggest buyers of 


mese army led by Brig.-Gen. Aye Kyaw. 


| Col Than Tun, deputy head of the Directo- 


rate of Defence Services Intelligence, also | 
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Japan's Ministry of Finance hopes to 
bolster the capital strength of Japanese 


major institutions to offer preferred stock 
for the first time. The issuing banks want 
to hold down the dividend paid to the 
meagre levels they currently pay on their 
common stock, but life insurance compa- 


the preferred shares — are demanding a 
return of 3% or more. 
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HONGKONG 


Advance to the Rear 


China and Britain may be close to starting talks on democratic 
reform in Hongkong. What is less clear is whether the colony’s 
legislators will have any say on the outcome. 


By Tai Ming Cheung in Hongkong 


re the talks about talks about to 
A After a month of diplomatic 

activity, Britain and China appear 
close to resuming formal negotiations on 
Hongkong's political development before 
1997. The Hongkong stockmarket regis- 
tered relief that Peking and London are 
ready to return to the negotiation table, but 
observers are divided on whether a com- 
promise is possible because of deep-seated 
differences and distrust. 

Some Hongkong legislators also fear 
that Britain, guided by the China-hands in 
the Foreign Office, may have decided to 
abandon the struggle for democratic re- 
form in the colony in return for a smooth 
transition. This could include acceding to 
China's demand that the Legislative Coun- 
cil (Legco) be reduced to little more than a 
rubber stamp before the two sides reach a 
compromise. 

Britain publicly rejects this condition, 
but in seeking to reassure Legco of its re- 
solve, London has fuelled doubts. In a 3 
March letter to a Hongkong legislator, 
Alistair Goodlad, British minister with spe- 


10 


cial responsibility for the colony, reaf- 
firmed the importance of the council's role, 
but added: "We will respect Legco deci- 
sions providing that they are compatible 
with our international obligations." 

This type of statement may require 
Hongkong and London to hold their own 
talks about talks. The Hongkong Govern- 
ment dismissed concerns that Goodlad was 
attaching conditions. “It’s a non-issue. The 
statement merely reflects the legal and con- 
stitutional status of Hongkong as a British 
entity," an official said. He added that "in- 
ternational obligations" referred to the 1984 
Joint Declaration between Britain and 
China. 

With intense speculation over the na- 
ture and progress of the recent confidential 
diplomatic contacts between British and 
Chinese officials in Peking, Hongkong 
Governor Chris Patten briefed Legco on 5 
March. He said diplomatic exchanges be- 
gan on 6 February when Britain passed on 
a draft copy of the reform bill intended for 
Legco to the Chinese. 

Although the British were anxious to 
start talks as early as possible, the Chinese 
took their time before responding. Political 
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sources said the delay reflected a split 
among senior Chinese officials over 
whether to talk or not. By the time of his 
Legco briefing, Patten said that there were 
only a few disagreements in the way of 
convening formal discussions which 
"could and should be quickly resolved." 

Patten did not say what those differ- 
ences were but David Chu, a Hongkong- 
based adviser to the Chinese Government, 
says they probably centre on how Hong- 
kong will be represented at the talks. Pe- 
king has insisted that the negotiations are 
solely a matter for the British and Chinese 
governments and Hongkong has no right 
to be directly involved, though the colony 
could be consulted. Patten said that Hong- 
kong officials would be included in the 
British team. 

An obstacle that appears to have been 
overcome through diplomatic footwork is 
how the talks will be defined. Chinese offi- 
cials have publicly stated that they would 
not discuss Patten's reform package under 
any circumstances. According to Peking 
the talks will instead focus on arrange- 
ments for forthcoming District Board and 
Legco elections to be held in 1994 and 1995. 
But, as Chu points out, it may come to 
much the same thing. "These two issues 
may be symbolically different. But practi- 
cally, they are concerned about the same 
arrangements." 
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Chu is confident that the two sides will 
agree to talks, and believes this will be a 
crucial turning point that could lead to a 
resolution of the row. "The dispute be- 
tween Patten and China has been funda- 
mentally about sovereignty. The British 
have now clearly acknowledged that China 
cannot be side-stepped, that they cannot 
go through the route of Legco to decide 
Hongkong's fate. This is a clear backdown 
by the British and this means that the most 
important obstacle is now resolved." 

Patten had originally intended that 
Legco would be the ultimate arbiter of his 
reform proposals, but some analysts agree 
that his latest remarks appear to signal a 
retreat from this position. Patten pointed 
out that if Britain and China were to reach 
an agreement on political reforms, Legco 
^would probably think twice or three times 
or more about amending it in ways which 
would send Britain back to the negotiating 
table with China." He also stressed it 
would be difficult to imagine Britain would 
agree to a compromise that could not win 
acceptance in Legco. 

Patten strongly denied that Legco 
would be a rubber stamp for any diplo- 
matic settlements reached by Britain and 
China, but this did not ease the concerns of 
some legislators. Christine Loh, an ap- 
pointed liberal legislator, said that Patten's 
emphasis that Legco would not be a rub- 
ber stamp “ууав a clear indication that this 
was a major sticking point in the dis- 
cussions between Chinese and British offi- 
cials in Peking. "The role of Legco is im- 
portant. But if China does not accept this, 
then this is really bad news for Hong- 
kong," she said. 

Loh said that Patten's responses failed 
to assure her of Britain's willingness to 
stand up for Hongkong's interests. "My 
judgment is still out on whether there is a 
sell-out. I can't say Patten has sold us down 
the river, but I am deeply unsatisfied." 
Among the reasons she gives for her dis- 
quiet is that the British "are losing the ini- 
tiative by being too reasonable and not as- 
serting a timetable" for the talks. 

Other liberal politicians have voiced 
fears that Patten and London may be on 
the verge of selling out Hongkong. This 
includes the United Democrats of Hong- 
kong, the largest elected political party in 
Legco. Their chairman, Martin Lee, says 
that Patten's speech “may well prove to be 
the prelude to yet another sell-out of Hong- 
kong." 

Lee's concern centres in particular on 
Patten's reference to a series of secret dip- 
lomatic exchanges in 1990 between Lon- 
don and Peking. Patten referred by impli- 
cation to the exchanges when he said that 
any Sino-British negotiations would take 
place on the basis of the 1984 Joint Declara- 
tion, convergence with the Basic Law and 
"relevant understandings" reached be- 
tween China and Britain. 
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These understandings, involving issues 
such as the make-up of the 1995 election 
committee, were not made public until late 
last year following the escalation in the 
Sino-British row. 

While liberals in Legco are growing in- 
creasingly critical of the tactics being fol- 
lowed by Britain to end the dispute, con- 
servative legislators have begun showing 
sympathy to Patten. Ronald Arculli, the 
vice-chairman of the Cooperative Re- 
sources Centre, a group of appointed 
Legco members with strong roots in the 
business community, said he was satisfied 
by Patten's remarks which he found to be 
"frank and realistic." He also dismissed the 
possibility of a sell-out. "If Britain and 
China come to an agreement, they have to 
run it through Legco which will decide 
whether it wishes to accept or not." 

David Chu, the Chinese Government 
adviser, says that Peking may now be will- 


The stockmarket booms, unfazed by talks. 


ing to be more flexible over the contents of 
Patten's reform package, and in particular 
over the two most controversial aspects of 
the proposals: the electoral composition of 
nine Legco functional constituency seats 
and the make up of the 1995 election com- 
mittee. “Тһе Basic Law allows the Chinese 
some flexibility over these issues," Chu 
points out, in a reference to the document 
which will form Hongkong's mini-consti- 
tution after the 1997 handover. 

Political observers are divided over the 
likely outcome of the expected talks. Some 
analysts believe that if London and Peking 
reach an agreement to negotiate, this indi- 
cates that they are prepared to work out 
their differences. Other analysts say that 
Peking is only using the talks in order to 
delay and disrupt the package's passage 
through Legco for as long as possible. 
"They have not shown any signs of soften- 
ing their hardline position ever since they 
came out openly against Patten,” a Hong- 
kong Government official said. " 
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JAPAN 


Downfall of 
the Don 


Shin Kanemaru arrested 
for tax evasion 


By Robert Delfs in Tokyo 

he surprise arrest of former deputy 
[ prime minister Shin Kanemaru on 
charges of income tax evasion has 
shocked Japan’s political world. Until now, 
no politician has ever been charged with 
tax offences over the handling of political 
contributions, even when the contributions 

were unreported and patently illegal. 
But even veteran politicians were sur- 
prised at the scale on which Kanemaru 
appears to have diverted political contri- 


| butions into his own personal assets. 


What jolted many politicians even more 
was the extent of cooperation between 
prosecutors and tax authorities in follow- 
ing up the case. The arrest was the result of 
a secret investigation carried out jointly by 
the Tokyo District Prosecutor’s Office and 
the Tokyo Regional Taxation Bureau. 

These two offices, which are respec- 
tively subordinate to the ministries of jus- 
tice and finance, normally carry out their 
investigations independently, and until 
now neither office has attempted to use the 
tax law to pursue politicians’ abuse of po- 
litical funds. Except in bribery cases, most 
prosecutions of politicians for financial 
abuses have been violations of the tooth- 
less Political Funds Control Law, under 
which the maximum penalty for accepting 
illegal contributions is а ¥200,000 
(US$1,700) fine. 

"The National Tax Agency played a 
very big role in this," said Takashi 
Tachibana, a contributor to the monthly 
journal, Bungei Shunju, who achieved fame 
for his role in exposing the Lockheed brib- 
ery scandal in 1976. "They have much 
more manpower than the Special Investi- 
gation Team in the Tokyo District Prosecu- 
tor's Office. 

Investigators reportedly seized about Y4 
billion worth of discount bank debentures 
from the homes and offices of Kanemaru 
and his former aide, Masahisa Haibara, 
who was also arrested. According to press 
reports, investigators also found several 
hundred kilogrammes of gold. Kanemaru 
is thought to have purchased the bonds 
with money originally intended as cam- 
paign contributions for the ruling Liberal 
Democratic Party's (LDP) Takeshita faction 
of which he was chairman. His failure to 
declare income from the bonds for tax pur- 
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poses was the immediate reason for the 
arrest. 

Prime Minister Kiichi Miyazawa ex- 
pressed his regret over Kanemaru's arrest, 
which took place on the evening of 6 
March, only a few hours after the lower 
house of parliament had passed the Y72.35 
trillion national budget for fiscal year 1993. 
The prime minister was reportedly relieved 
that prices on the Tokyo stockmarket actu- 
ally rose 5% on 8 March, the first trading 
day after Kanemaru's arrest. 

The public response to Kanemaru’s ar- 
rest so far appears muted, at least in com- 
parison to the uproar that accompanied the 
arrest of former LDP boss Kakuei Tanaka in 
the 1976 Lockheed bribery affair, when 
then prime minister Takeo Miki was forced 
out of office for his failure to protect 
Tanaka. But this may in itself be signifi- 
cant. "Things can happen now that have 
never happened before", says Keith Henry, 
an adviser to an LDP parliamentarian, "if 
only because nobody in the LDP is standing 
up for the 'godfather'." 

"The idea that anyone could be arrested 
for income tax evasion has sent a chill 
down the backs of many politicians," edi- 
torial writer Yasuhiro Tase wrote in the 
Nihon Keizai Shimbun on 8 March. The 
point, however, is that Kanemaru is not 
just anyone. Until last summer, he stood at 
the shadowy apex of Japanese politics. 

The key to Kanemaru's power was his 
access to vast sums of unreported political 
contributions, which he allegedly dis- 
bursed not only within his own faction, but 
also to members of the opposition parties. 


But the reign of the "don" came to a sud- | 


den end last August when Kanemaru ad- 
mitted accepting Y500 million in illegal 
campaign contributions from a former ex- 
ecutive of a trucking company who had 
close ties to a senior gangland figure. 
Kanemaru resigned as vice-president of 


the LDP and paid the maximum fine for | 


accepting illegal campaign contributions 
but public indignation over the affair 
forced him to resign from parliament in 
October. 

Kanemaru's arrest is expected to inten- 
sify the parliamentary debate on political 
reforms, but the full implications of the in- 
cident may take longer to sink in. "Opposi- 

‚Чоп politicians will obviously try to use 
this issue against the LDP, while many 
within the LDP will try to present this as 
mainly concerning the former Takeshita 
faction [which Kanemaru led],” explained 


Nobumichi Izumi, deputy political editor | 


for the Nihon Keizai Shimbun. 

But the opposition parties are vulner- 
able on the issue too. Izumi notes that LDP 
secretary-general Seiroku Kajiyama is plan- 
ning to send a mission to Russia to investi- 
gate charges that the Social Democratic 
Party of Japan, the biggest opposition 
group, secretly received funds from Mos- 
cow. a 
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TAIWAN 


Turning the 
Tables 


KMT suffers shock 
defeat in local poll 





By Julian Baum in Taipei 


hen Kao Chi-peng launched his 
W candidacy to be the magistrate of 
the Penghu Islands in the strait 
between Taiwan and China in early Febru- 
ary, his campaign looked to be a long shot. 
Although active in opposition politics since 
his university days, Kao had more experi- 
ence as a doctor caring for the elderly in 
rural clinics than making speeches on the 
campaign trail. 
Besides, Penghu's military bases and 
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fishing communities had made the islands, 
also known as the Pescadores, a stronghold 
of the ruling Kuomintang (KMT) since the 
1940s. The opposition Democratic Progres- 
sive Party (DPP) had only 30 members in 
the county while the KMT claimed 22,000 or 
one out of every three eligible voters. Fur- 
ther, Penghu residents had elected a con- 
servative KMT lawmaker to the national 
legislature as recently as last December. 
Kao's victory in the 27 February by-elec- 
tion stunned nearly everyone. Not least the 
KMT's headquarters in Taipei, which had 
been distracted by a power struggle over 
the premiership and appeared to take 
Penghu for granted. What happened? 
Kao says that voters were fed up with 
the corruption and factionalism of the rul- 
ing party. "Vote-buying was so wide- 
spread during the December elections the 
local markets were littered with hung bao,” 
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Kao said, describing the little red envelope: 
containing bribes from candidates, that he 
said averaged NT$2,000 (US$80) each dur 
ing last year’s campaign. 

With two ruling party candidates fight 
ing each other for only one legislative sea: 
in December, many voters could earr 
NT$4,000 from the election. Тһе DPP candi: 
date sent from Kaohsiung came in a dis 
tant third. 

The February by-election was an oppor 
tunity to protest, giving Kao a solid lead o: 
23,400 votes and placing the KMT’s candi 
date a distant second with only 16,900 
“Penghu’s democratic thinking does not lag 
behind the rest of Taiwan,” said Kao, ever 
though the islands’ economy based on fish 
ing and tourism clearly does lag behind. 

In fact, some observers believe Penght 
could be the leading edge of voter senti 
ment that will eventually encircle the KMT 
controlled central administration from the 
countryside and displace the ruling party 
from a majority of local governments. The 
DPP now controls seven out of 21 county 
magistrate positions. All will be up for re 
election in December this year, when Kac 
will have to run again after completing the 
term of his KMT predecessor who died ir 
office. 

There have been other early warning: 
for the KMT. A Gallup survey in February 
showed that only 36.5% of those ques: 
tioned were satisfied with the ruling par 
ty's performance, the lowest rating in fou 
decades. Another by-election later thi: 
month for the mayor of Hsintien, a suburt 
of Taipei, will further test the popula! 
mood. With some political scientists pre 
dicting that the KMT will become the oppo 
sition party in a few years, the party head: 
quarters is giving its full attention to the 
Hsintien race. 

"Headquarters has been mobilised from 
the top down," said one party official o: 
the KMT’s efforts to make sure it wins ir 
Hsintien. ^We've never seen the KMT pu 
so much energy into a local election be 
fore,” added a DPP activist. 

Despite his party's commitment to in- 
dependence for Taiwan, Kao said he dic 
not talk about this issue during his three 
week campaign. Many people told him 
they would vote for him if he did not bring 
this up. "If we talk too much about inde 
pendence, China might do something," he 
said. 

Meanwhile, the new magistrate is de- 
termined to chip away at four decades ol 
KMT rule by improving public services for 
the elderly and recovering land which he 
claims belongs to the Penghu government 
Among other actions, he plans to file a law- 
suit against the military to regain posses 
sion of a villa once used by Chiang Kai 
shek that is now a golf club for senior mili- 
tary officers. Another lawsuit may be 
aimed at the KMT to reclaim property occu- 
pied by the Penghu party committee. ш 
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THAILAND 


Sounds of Silence 


Chuans low-key style masks returning tensions 





By Rodney Tasker in Bangkok 


Thai MP's statement that "it might 

be better to ask the military to take 

it [democracy] back" during a re- 
cent opposition walk-out from parliament 
may have been made in anger, but it 
served as a reminder of the delicate bal- 
ance between civilian and military political 
power after Prime Minister Chuan 
Leekpai's first six months in office. 

The Thai press headlined the remark by 
MP Chai Chidchob as a call for another 
military coup, just two years after the last 
one and less than a year since troops 
gunned down pro-democracy protesters in 
Bangkok. Chai, a member of the opposi- 
tion Chart Thai party, later claimed that 
his comment was only meant to draw at- 
tention to the failure of civilian politicians 
to safeguard democracy having wrested it 
from the military. 

Although Chai's 27 February remark 
may be seen as an angry outburst rather 
than a call to arms, the affair highlights the 
attitude of some MPs who entered parlia- 
ment after the September 1992 general elec- 
tion, and many Thais in general, towards 
the military leadership. While the armed 
forces quietly assess the lessons to be 
learned from the February 1991 coup and 
the May 1992 street battles in Bangkok, few 
doubt that they still retain the potential to 
play a key role in the country's political 
system. 

Chuan has set his government the task 
of trying to prevent just this happening. 
The prime minister's good relations with 
the current army commander Gen. Wimol 
Wongwanich, traditionally the most politi- 
cally powerful post in the military pan- 
theon, is helped by their shared southern 
Thai heritage. 

"Wimol respects Chuan's track record, 
and the fact that he is a gentleman who has 
not made any personal taunts against the 
military leadership," says Suchit Bun- 
bongkarn, dean of the political faculty of 
Chulalongkorn University, and a noted 
authority on military politics. 

Some military observers, however, 
question Wimol's degree of political con- 
trol over his officers. They also note that he 
is a member of Chulachonglao Military 
Academy's powerful Class 5, so called be- 
cause its members were the fifth crop of 
graduates after the Academy's post-war 
reorganisation. The Thai press played up 
the fact that Wimol sat next to the de facto 
leader of Class 5, disgraced former prime 
minister Suchinda Kraprayoon during a 
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much-publicised reunion party in Pattaya 
on 6 March. 

While the military continues to brood 
in its barracks, the civilian parliamentary 
opposition continues to go through the 
contortions demanded by Thailand's laby- 
rinthine politics. 

Chai's "coup" remark was somewhat 
ironic given that his Chart Thai party, then 
led by former prime minister Chatichai 
Choonhavan, formed the core of the gov- 
ernment overthrown by the Suchinda-led 
military in the 1991 putsch. A year later, 
Chart Thai — together with other parties 
now in the opposition — supported 
Suchinda as prime minister, and were sub- 
sequently popularly dubbed "devil" par- 
ties in the run-up to the September 1992 
election. 


г Moo 
Chuan faces growing domestic criticism. 


Chart Thai's identification with the mili- 
tary leadership was one of the main rea- 
sons Chatichai left the party he had helped 
found to form his own Chart Pattana party 
to fight the September election. Chatichai 
has been the most visible and vocal oppo- 
sition leader since then, but as his son and 
close political adviser Kraisak Choonhavan 
told the REVIEW, his attacks against the 
government have been muted "because he 
does not want to create a situation which 
will invite the military in again." 

Another reason for the opposition's fail- 
ure to go for the government's jugular is 
that Chatichai and Chart Thai leader 
Pramarn Adireksarn, Chatichai's brother- 
in-law, are among 10 politicians in the pre- 
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coup government who had their allegedly 
ill-gotten assets seized by a special com- 
mittee set up by the junta after the 1991 
putsch. The politicians are still awaiting a 
Supreme Court ruling on the legality of the 
seizure. 

Rather, opposition leaders are hoping 
the Chuan government will implode be- 
cause of the diversity of the five parties 
forming the ruling coalition — Chuan's 
Democrats, Interior Minister Chavalit 
Yongchaiyut's New Aspiration Party, the 
Social Action Party (SAP), former Bangkok 
governor Chamlong Srimuang's Palang 
Dharma and the small Solidarity party. As 
leading Thai academic and political ana- 
lyst Sukhumbhand Paribatra told the RE- 
VIEW: "I think there will be a cabinet re- 
shuffle by June. Although there are no 
major quarrels in the coalition, here you 
have а hodge-podge of values . . . it is very 
strange chemistry, though I think Chuan 
himself will remain." 

The most restless among the five par- 
ties is the 5АР, whose leader Montri 
Pongpanich has no cabinet portfolio as he 
is one of the 10 politicians who have had 
their assets seized. In a 6 March outburst 
against the government, in which his party 
is a main prop by virtue of its 22 parlia- 
mentary seats in the 360-member house, 
Montri accused the coalition of failure to 
move quickly to solve national problems 
— including the controversy over a failed 
finance company that sparked the opposi- 
tion walk-out on 27 February. He hinted 
that he believed the Democrats had delib- 
erately prevented a parliamentary debate 
on the finance company because of the par- 
ty's links to the firm. 

Chuan later retorted by questioning the 
"political manners" of Montri, a former 
communications minister in the Chatichai 
government. Political analysts said the row 
showed that battle lines had been drawn 
within the ruling coalition, and that if 
Chuan was considering a reshuffle, it 
would mean the expulsion of SAP in favour 
of Chatichai's Chart Pattana. 

Against this backdrop Chuan has opted 
for a subdued style of government based 
on incremental achievements rather than 
the popular, if often ephemeral, showcase 
projects some of his predecessors favoured. 

After six months in power, however, 
Chuan's government finds itself enjoying 
international goodwill while encountering 
growing domestic criticism over its per- 
ceived inaction. But as government spokes- 
man Abhisit Vejjajiva told the REVIEW, 
"Thais may be used to having a govern- 
ment leader who talks a lot and makes 
things look easier. That's not the intention 
of this government." 

This view is echoed by Graham 
Catterwell, chief representative for Crosby 
Research's Bangkok office, who said “poli- 
tics here are currently boring, but that's 
good for business." m 
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MALAYSIA 
Rulers Reined in 


The Malaysian parliament has 
passed a revised version of 
the 1993 Constitution 
Amendment Bill to remove 
the rulers' personal legal 
immunity from prosecution. 
The bill was returned to 
parliament after the rulers 
gave their consent to a set of 
modified amendments. The 
principle change involved 
ensuring that no ruler could be 
taken to court without the 
attorney general's approval. 
The main opposition 
Democratic Action Party and 
United Sabah Party voted with 
the government on 9 March. 
The Islamic Party abstained. 
MPs from the Malay splinter 
party Semangat '46 were not 
present for the final two-day 
debate. One of the rulers, the 
sultan of Kelantan, who claims 
he never agreed to the 
modified bill was heavily 
attacked by government MPs 
during the parliamentary 
debate. 


азу 





Li Peng fuels speculation. 


CHINA 

Personnel Changes 

A plenary meeting of China's 
communist leaders approved 
major personnel changes in 
advance of the National 
People's Congress due to 
begin 15 March. The plenum 
fuelled fresh speculation about 
last minute changes in the 
expected appointments of 
Prime Minister Li Peng to a 
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second five-year term and 
general-secretary Jiang Zemin 
to the post of state president. If 
elected, Jiang would hold the 
presidency concurrently with 
his present post. Major 
changes are also anticipated in 
the cabinet and in the 
leadership of the legislative 
organs. A list of new vice- 
premiers is further expected to 
be approved. The plenum also 
increased the planned 
economic growth rate and 
approved plans to streamline 
state bureaucracy. 


Gatt Post-Mortem 


Putting a brave face on US 
Gatt negotiator Douglas 
Newkirk's pessimistic 
comments concerning China's 
prospects for re-entry into 
Gatt, Long Yongtu, a director 
of the Ministry of Foreign 
Economic Relations and Trade 
(Mofert), cited the "apparent 
impetus" for China's re-entry 
bid this year. However, the 
official Сһіпа Daily newspaper 
suggested that the US was 
sounding negative in order to 
force greater concessions from 
Peking. It also quoted an 
unnamed analyst as saying the 
talks were taking on “political 
overtones." Peking admits that 
problems hinge on whether its 
"socialist market economy" is 
in fact a market system, but 
Mofert Minister Li Lanqing 
insisted that China recognises 
the universal concept of a 
market economy and that its 
socialist model "only shows 
partiality for the public 
sector." 


SOUTH KOREA 
Amnesty Granted 


In a move designed to 
celebrate the inauguration of 
South Когеа/5 first civilian 
government in over three 
decades, President Kim Young 
Sam has granted amnesty to 
more than 41,000 people. 

The 6 March announcement, 
which marks the nation's 
largest clemency ever, will 
mostly take shape in the form 





Rev. Moon is forgiven. 


of reduced sentences, 
increased opportunities for 
parole and the reinstatement 
of civil rights for those 
already out of prison. Only 
about 2,000 people, however, 
will actually be released from 
prison. Included in that 
group is Rev. Moon Ik Hwan, 
75, who was arrested in 1989 
for making an unauthorised 
trip to North Korea during 
which he met President Kim Il 
Sung. 


SINGAPORE 
Russian Agreement 


Russian Vice-President 
Alexander Rutskoy told his 
Singapore hosts that Moscow 
wants to conclude an 
investment guarantee 
agreement and a double 
taxation avoidance treaty with 
Singapore so that local 
companies can invest in 
Russia. Rutskoy made the 
statement on 8 March during a 
two-day official visit to 
Singapore. While there, he 
also met representatives of 
major companies to discuss 
possible investments in 
Russia. 





TAIWAN 
Straits Talks 


The heads of two semi-official 
organisations set up by 
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Taiwan and China to handle 
day-to-day contacts may soon 
sit down for their first official 
talks. Koo Chen-fu, chairman 
of Taiwan's Straits Exchange 
Foundation, and his Peking 
counterpart, Wang Dao-han of 
the Association for Relations 
Across the Taiwan Straits, are 
scheduled to meet in 
Singapore in April. The 
meeting will be “purely 
routine, technical, functional 
and non-political,” said a 
senior Taiwan official 
according to Taipei's Central 
News Agency. 


PHILIPPINES 
Scorpions Crushed 


Philippine law enforcement 
officials claim to have smashed 
the so-called Red Scorpion 
Group (RSG), said to be a 
breakaway faction of the 
communist Alex Boycano 
urban guerilla force. The RSG 
had been held responsible for 
many of the kidnappings that 
plagued Manila last year. At 
least 43 Red Scorpions have 
either surrendered, been killed 
or captured over the past year, 
according to authorities who 
estimated that at full strength 
the group numbered 50-60 
people. On 17 February, RSG 
leader Alfredo de Leon was 
shot dead during a police raid 
on-his Bulacan hideout, north 
of Manila. 
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CHINA 


Five Ring Circus 


Olympic bid intended to sanction regime's authority 





By Lincoln Kaye in Peking 
' n the Year of the Dragon, the descend- 





ents of the dragon will light the sacred 

Olympic torch in the country of the 
dragon." This useful English phrase, cour- 
tesy of the Peking Youth Daily, offers a fla- 
vour of how far the Chinese Government 
is prepared to go to secure the Olympic 
Games in 2000. 

Were a Peking resident to actually meet 
one of the International Olympic Inspec- 
tion Committee (IOIC) delegates who vis- 
ited the capital in early March another, less 
oblique, prefabricated utterance may be 
useful: “Of the five rings оп the Olympic 
flag, one belongs to us." 

Claiming what it regards as its due as 
steward of one fifth of humanity, the Chi- 
nese regime is pulling out all the stops to 
be named as the host of the Olympic 
Games in 2000. The four-day ІСІС visit, os- 
tensibly to inspect Peking's sporting fa- 
cilities and infrastructure, is seen as a cru- 
cial step in the selection process. 

Locked in a race with Sydney, Istanbul 
Manchester, Berlin, Milan and Brasilia for 
the end-of-the millennia Olympics, Peking 
has unleashed a propaganda and public 
relations offensive which dwarfs that of its 
rivals; none appear able or willing to get 
close to matching the Chinese effort. And 
while many observers see Peking's Olym- 
pic lobbying as an almost hysterical exer- 
cise, the Chinese capital has emerged as 
the bookmakers' second favourite after 
Sydney (see Bookie's Odds). 

Nevertheless, Peking party secretary 
Chen Xitong — who as mayor presided 
over the 1989 Tiananmen massacre — is 
taking no chances. School children brave 
the traffic to scrub road dividers, elderly 
women dancing disco-aerobics line the 
kerbside, uniformed drum and bugle corps 
dot the route of the 101C motorcade and 
banners and bunting sprout from every 
street lamp and cornice. 

Buses and bicycles actually stop at red 
lights — a novelty for Peking — under the 
baleful gaze of police officers posted like 
skittles every 50 metres or so in the middle 
of almost deserted boulevards. The 
number of cars on the capital's main roads 
was abruptly halved following a ban on 
odd or even numbered vehicles on alter- 
nate days. Even the air seems cleaner, 
whether because of the onset of the first 
ispring breezes or because of reported cut- 
ibacks in the output of coal-fired heating 
iplants. 

“What a production,” a cultural attache 
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Lei Feng, too, has an Olympic role. 


marvels. ^At this rate, the year 2000 could 
prove to be the best-choreographed Olym- 
pics since Hitler's ‘Triumph of the Will’ 
extravaganza in Berlin in 1936. Only a po- 
lice state like China could pull off such a 
show." 

Only such a state would need to, rejoins 
his colleague from the political section. 
“Don’t view the mass mobilisation as just a 
means of getting the Olympics. Rather, re- 
gard the Olympics as a pretext for the mo- 
bilisation." 

Peking learned well the lessons of the 
1990 Asian Games, which were fortui- 
tously scheduled well ahead of the 
Tiananmen killings but took place a year 
after the massacre. The Asian Games 
allowed the regime to rally its still restive 
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populace in the name of patriotism, 
tighten policing, raise revenues through 
'voluntary' contributions and push 
through controversial urban renewal 
schemes. 

At the same time, it presented a stark 
take-it-or-leave-it choice to neighbouring 
countries, the self-governing overseas Chi- 
nese enclaves of Hongkong and Taiwan 
and the international news media. Either 
they had to legitimise Peking by participat- 
ing in the games, or else boycott them and 
face the wrath of their own domestic sports 
fans. 

Were China to win its bid for the 2000 
Olympics, the political attache said the re- 
gime would not only enjoy an immediate 
boost to its prestige at home and abroad 
but “it would also get a seven-year ‘put 
option’ on its legitimacy.” The games 
would give China a chance to command 
world recognition and domestic acclaim at 
the turn of the century, after its imminent 
succession struggle and the reabsorption of 
Hongkong and Macau. 

“It’s just like entering Gatt,” the diplo- 
mat explains. “A bid to somehow rejoin 
the world on the strength of China's 
sheer size and economic strength, with- 
out any undertakings on human rights or 
arms sales or the legacy of Tiananmen." 
But while China's Gatt bid seems stalled, 
prospects look better for the Olympics, 
which are "intrinsically a far more 
fatuous institution," the cultural attache 
said. 

Olympic fever has even infected this 
year's month-long obsequies for Lei Feng, 
the leading icon in the Chinese communist 
hagiography. Lei, ostensibly a young Peo- 
ple's Liberation Army soldier who died 30 
years ago, is held up as an example of 
unstinting self-sacrifice in doing the par- 
ty's bidding. Over Xidan, Peking's main 
commercial thoroughfare, red banners pro- 
claim the 1993 Lei Feng slogan: "Learn 
from Lei Feng and wrest the 2000 Olym- 
pics." 

The self-abnegating Lei somehow 
seems a less likely role model for aspiring 
Olympic hosts than the winners of a poise- 
and-elocution contest to choose "Mr and 
Ms Olympic Glamour." The nationally tel- 
evised finals pitted 16 impeccably groomed 
and dressed entrants against each other in 
catwalk turns, kiss-blowing and fulsome 
English language perorations. 

But backstage at the 21st Century Thea- 
tre, amidst the smoke machines and spot- 
lights, a sequined performer admits that 
she had been among the students on 
Tiananmen Square four years ago. "I 
nearly died. People all around me were 
getting shot." 

“АП this show can never wipe that out. 
Still, I hope Peking gets the Olympics. Any- 
thing that connects us into the wider world 
can only help. And besides, it's my coun- 
s a 
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PHILIPPINES 


Attritional Politics 


Hamos looks for ways to end communist rebellion 


By John McBeth in Manila 


hen law professor Haydee Yorac 
W hosted a party to mark her retire- 

ment from the Commission on 
Elections (Comelec) last month, the invited 
guests included loyalists of former presi- 
dent Ferdinand Marcos, communists and 
renegade military officers. 

Manila may well be the only place on 
earth where such a diverse group could 
assemble in one room and still carry on an 
amicable conversation. But the surreal at- 
mosphere of the 11 February affair was 
also due in no small part to Yorac herself 
and her reputation for political impartial- 
ity. 

ыен Fidel Ramos' decision last 
September to form the National Unifica- 
tion Commission (NUC), charged with 
drawing up a comprehensive programme 
for national reconciliation within a “viable 
general amnesty and peace process," could 
easily have been dismissed as yet another 
exercise in political window-dressing. 
What made the difference, observers say, 
was his appointment of Yorac to chair the 
nine-strong panel. 

For all the credibility she brings to the 
task, and the grassroots consensus that has 
emerged from NUC-initiated consultations 
across the country, opinion is divided on 
Ramos’ willingness to act on the NUC's ex- 
pected recommendations. Even if he did 
so, it is unclear whether he would be able 
to offer a deal that would satisfy the Com- 
munist Party of the Philippines (CPP), the 
rebel officers of the Reform the Armed 
Forces Movement (RAM) and other dissi- 
dent groups. 

^We're trying to establish some sort of 
national accommodation as a starting point 
for economic take-off,” explains Yorac, 
whose recipe for reconciliation is likely to 
include legislative and possibly constitu- 
tional measures. "If the president is sincere, 
then that is the difference," Rodolfo 
Aguinaldo, governor of northern Luzon's 
depressed Cagayan province, told the 
REVIEW. "About 70% of the solution [to the 
problems the country faces] is political and 
the will [for change] has to come from the 
political leadership." 

A one-time military renegade, 
Aguinaldo was part of a five-man provin- 
cial convenors’ group headed by activist 
priest Edgar Agcaoili that held a series of 
consultations as part of the NUC process 
with Cagayan residents, among them left- 
ist sympathisers and so-called internal 
refugees. As the group later reported to 


16 


Nuc, the verdict was overwhelming: the 
most pervasive root cause of national un- 
rest is economic injustice. 

Satur Ocampo, the former chief of the 
CPP's umbrella organisation, the National 
Democratic Front (NDF), also admits he has 
been encouraged by Ramos’ pronounce- 
ments that most of the country’s problems 
stem from an unequal distribution of po- 
litical power. “It boils down to what the 
government proposes to do to break up 
the monopolies and afford equal opportu- 
nities for the people,” he noted. 

Ocampo, is one of a group of former 
top communist leaders who are free on bail 
facing charges ranging from kidnapping to 
the illegal possession of firearms. The oth- 
ers are former New People’s Army (NPA) 
chief Romulo Kintanar, ех-СРР secretary- 
general Ricardo Reyes and former CPP 
Mindanao territorial commission chairman 


Benjamin de Vera. Ocampo calls the status 
of the group “suspended animation,” but 
says they all still remain committed to the 
CPP. 

Like СРР founding chairman Jose Maria 
Sison — who has scorned Ramos’ peace 
initiatives from his base in the Netherlands 
— Ocampo says the recent extension of the 
NUC's mandate from 16 March to 30 June 
has reawakened suspicions that its real 
purpose is to exploit divisions in the CPP 
leadership. The party has grown increas- 
ingly divided since its 10th plenum in July 
1992. 

Yorac vigorously denies any attempt to 
exploit CPP divisions though it can hardly 
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be doubted that the government has Бе! 
efited from them. Yorac claims to receiv 
any CPP internal position paper “within 2 
hours of its release" — an indication of ju: 
how thoroughly military intelligence h: 
infiltrated party ranks. 

Figures obtained from the Philippine 
military show a significant increase in di 
fectors from the CPP and the NPA since tk 
10th plenum. From August 1992 to Febr: 
ary 1993, 720 armed fighters are reporte 
to have surrendered, compared with 4C 
in the same six-month period before th 
controversial meeting. Although no а! 
nouncement has been made yet, it is ш 
derstood that an alternate member of tF 
CPP central committee from Region 2 in tk 
Cagayan Valley was a recent addition t 
that number. 

While Reyes, Kintanar and de Vera a1 
at loggerheads with Sison over party str 
tegy and tactics, at this stage the questio 
of abandoning armed struggle altogetht 
is simply not part of the debate. The intr: 
party conflict centres largely around an a: 
ceptable definition of Philippine society. 

Sison insists it is semi-feudal rather tha 
semi-capitalist, and has called for a retur 
to a peasant-based protracted people's we 
along Maoist lines. He blames the party' 
setbacks and gradual decline over the pa: 
seven years on "military adventurism an 
insurrectionism." 

The crisis reached boiling point afte 
Sison was re-elected chairman at the 10t 
plenum, attended by only eight of the 4 
central committee members. Since then, hi 
directives to revamp the Manila-Rizal тє 
gional committee and disband Metro-M: 
nila’s Alex Boncayao urban guerilla un 
have been ignored. With the Mindana 
and Visayan territorial commissions s 
firmly against him, his only support nov 
comes from northern and southern Luzo 

Now that the slanging match betwee 
the two sides in the Philippine media ар 
pears to have subsided, Ocampo is mor 
hopeful they can find common groun 
through what he calls "the normal proc 
esses of the party." 

Sison, for his part, will have to show 
good deal more flexibility than he has dem 
onstrated in the past, given his long ak 
sence from open Philippine society. “Ваз: 
cally, 'semi-feudal' still holds, but there ar 
certain changes in the demographics of th 
country that have to be considered," say 
Ocampo, who has been seeking to play . 
mediating role in the dispute. 

One significant development has bee! 
the increasing number of young peopl 
who are leaving the countryside to fin 
work overseas. Not only is this narrowin; 
the NPA's recruitment base in many area: 
but the money filtering into villages fron 
abroad is serving to erode the traditione 
dependency on patronage and bring abou 
subtle changes in local politics that couk 
well further the government's policy. 1 
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PAKISTAN 


The Battle of Wits 


Prime Minister Sharif takes on the powerful president 





By Salamat Ali in Islamabad. 


ith Benazir Bhutto convalescing in 
W London after giving birth to her 

third child, Pakistan's opposition 
parties are lying low for the time being. So 
the attention has shifted to another ongo- 
ing political tug-of-war — that between 
President Ghulam Ishaq Khan and Prime 
Minister Nawaz Sharif. At stake is whether 
the president or the parliament through the 
prime minister should have overriding say 
in the affairs of state. 

The immediate provocation came in the 
upper house of parliament on 28 February 
when Sen. Tariq Chaudhry, a loyal fol- 
lower of the president, made an unusually 
harsh attack on the Sharif government. In 
response, Sharif made an unscheduled in- 
tervention stating rather obliquely that the 
Pakistan Government lacked a sound 
democratic footing. 

Outside parliament, Sharif later elabo- 
rated his remarks to reporters: "If you re- 
ally want to establish the authority of the 
parliament and respect to the mandate 
given to the prime minister, the 8th 
Amendment to the constitution [which be- 
stowed crucial powers to the president in 
1985] will have to undergo a change." 
Ishaq Khan hit back by declaring that it 
was his duty as the president to defend the 
constitution of which the 8th Amendment 
was a part. 

The 8th Amendment of 1985 is the 
legacy of the late Zia-ul Haq, the general 
who came to power through a coup in the 
late 1970s and later made himself presi- 
dent. Through its more than 100 clauses, 
Zia changed the fundamentals of the con- 
stitution giving the president overriding 
powers that had earlier been the preserve 
of the prime minister. In a populist ges- 
ture, Zia also made Islamisation an opera- 
tive part of the constitution. Critics of the 
amendment point out that while the prime 
minister is directly elected and answerable 
to the parliament, the indirectly elected 
president is not answerable to any one. 

Sharif followed up his declaration by 
creating a cabinet committee headed by 
Law Minister Chaudhry Abdul Ghafoor to 
review the 8th Amendment and lobby with 
other political parties for its repeal. The 
enabling legislation is to be ready by next 
month for parliamentary deliberation. The 
thrust of Sharif's effort is obviously to clip 
the wings of the presidency and gather all 
executive powers to the prime minister. 

After his initial discussions with all the 
main opposition groups Ghafoor claimed 
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on 5 March that there was a consensus 
among all parties on at least two points. 
One, the president's discretionary power to 
dissolve the legislatures should be dis- 
pensed with, because there could not be 
political stability unless the tenure of legis- 
latures was guaranteed by the constitution. 
Two, the prime minister should have all the 
powers, because he was elected by direct 
vote and was answerable to the people. 

Ghafoor indicated that the proposed bill 
would leave the religious elements of the 
8th Amendment largely unaltered. But he 
held out the possibility of merging the fed- 
eral religious court with the Supreme 
Court. Obviously, Sharif does not want at 
this stage to antagonise the clergy both in 
his own Islamic Democratic Alliance coali- 
tion or in the opposition. 

In the past, Sharif had been supportive 


Zia's Legacy 


In the 8th amendment to the constitu- 
tion, introduced in 1985, the late presi- 
dent Zia-ul Haq took good care to en- 
sure that he and his successors would 
have the whip hand over the prime 
minister. Highlights: 

> The country's executive authority is 
vested in the president and is exercised 
by him either directly or through subor- 
dinates. The role of the prime minister 
and the cabinet are advisory. 

> The president can order the prime 
minister to seek a vote of confidence in 
parliament. 

»> The president can dissolve parlia- 
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Army chief Waheed's appointment irks Sharif. 


of the 8th Amendment because he said : 
maintained a right balance of power be 
tween the two top civilian politicians. Bu 
he could hardly forget that two of his pred 
ecessors — M. К. Junejo and Bhutto - 
were dismissed by the president when the 
began asserting themselves in power. Ac 
cording to political source: 
towards the end of last yea 
the then army chief Asi 
Nawaz Janjua called o 
Ishaq Khan to express th 
army's support if the pres: 
dent were to dismiss Shar 
under the 8th Amendmeni 

Ishaq Khan's selection c 
Gen. Abdul Waheed as th 
new army chief in Januar 
— ignoring the three gener 
als Sharif had short-liste 
for promotion to the to] 
slot — is widely believed t 
have further soured ties be 
tween the two, despite th 
official claim that the arm’ 
chiefs selection had bee: 
made by consensus. Sharif’: 
associates assert privately that neither th 
prime minister nor the defence ministe 
had advance knowledge of the new arm: 
chief's choice. 

According to his aides, Sharif finds thi 
current form of government has subverte 
his authority as the federal chief executive 
Bureaucrats close to the president ofte1 
show little respect to the prime minister 
while chief ministers of the provinces def 
him to the extent that some of them dı 
not even bother to receive him when hi 
visits them. On their visits to Islamabac 
they meet the president but not the prim 
minister. Since his appointment tw: 
months ago, the new army chief has mad: 
a solitary courtesy call on Sharif compare 
to at least six meetings he has had with thi 
president. 

Following the less than courteous ex 
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ment and appoint a caretaker cabinet. 
»> The president appoints the chief 
election commissioner and sets the 
dates for elections. 

» Without advice from the cabinet, the 
president can make important appoint- 
ments including military chiefs, provin- 
cial governors, chief justice, the National 
Public Service Commission, National 
Finance Commission and the Council of 
Islamic Ideology which advises the gov- 
ernment on all Islamic issues. 

P Cabinet ministers are required to 
communicate to the president all legis- 
lative proposals. 

»> Caretaker provincial ministries 
where the legislatures are dissolved, 
need the president's approval. " 
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change with Sharif over the choice of the | 


new army chief, the presidential camp has 
been firing selected salvos at the prime 
minister and his supporters. In the affairs 
of the Muslim League party, Sharif does 
not see eye to eye with party chief and ex- 
prime minister Junejo. Recently, after the 


president had a meeting with Hamid Nasir | 


— a federal cabinet minister and a Junejo 
lieutenant — Junejo publicly reprimanded 
Punjab Chief Minister Ghulam Hyder 
Wyne, a Sharif loyalist, for planning to 
hold local elections. 

A few days later, a letter from the presi- 
dent to the prime minister even called 
Sharif's policies of privatisation of public 
sector enterprises unconstitutional. Paki- 
stan's sale of state-owned businesses has 
been publicised internationally for nearly 
two years, but it was not until recently that 
Ishaq Khan chose to make an issue of it. He 
is said to have also complained of the lack 
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INDIA 


Pawar Over-Powered 


Rao banishes defence minister to his home state 





By Hamish McDonald in New Delhi 
Е or a prime minister who displays an 





endless concern for compromise with 

opposition parties, P. V. Narasimha 

Rao moves with stunning alacrity to put 

down incipient challenges to his authority 
within the ruling Congress party. 

Defence Minister Sharad Pawar thought 

himself pretty well positioned for the lead- 


| ership fight in the ruling Congress party 


of transparency in the process of privatisa- | 


tion. Observers were quick to point out that 
when Ishaq Khan dismissed Bhutto in 1990 


he mentioned a series of similar letters of | 


caution he had written to her. 


Although Bhutto has been the most vo- | 


cal opponent of the 8th Amendment, she 
has not said a word in public on Sharif's 
moves on the issue. Her aides and advisers 
appear divided. Some even want the op- 
position to take advantage of the 8th 
Amendment. A couple of Bhutto's aides 
flew to London to convince her that the 
time had come for the opposition to resign 
from parliament and the provincial assem- 


blies, a move that could provide the presi- | 


dent with the excuse to dismiss the gov- 
ernment. They want Bhutto, at the very 


least, to move a motion of no confidence to | 


test Sharif's parliamentary strength. 


In the tussle between Sharif and Ishaq | 


Khan, the latter is widely seen as enjoying 


the support of the country's army, bureauc- | 


racy and the governors and chief ministers 
of all provinces except Punjab. The mili- 
tary is unlikely to relish detailed parlia- 
mentary scrutiny over its affairs. Besides, 
the prime minister's move could split the 
Muslim League between Sharif's and 
Junejo's backers. 

But some believe Sharif has chosen the 
right moment for a decisive battle, as Ishaq 


Khan's term expires in November. If the | 


opposition led by Bhutto joins hands with 
Sharif to further the power of parliament, 
Ishaq Khan will face an uphill battle. But 
Sharif could develop cold feet if Bhutto 
wavers because of partisan expediency. As 
a result, Ishaq Khan's followers are known 


to be busy arranging for her to meet the | 


president and the new army chief soon af- 
ter she returns home later this month. 
Whatever the outcome of the constitu- 
tional reform process, these manoeuvres 
are seen as initial gambits in Ishaq Khan's 
likely campaign for re-election later this 
year. Г] 
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that everyone expected would break out 
sooner or later when the elderly Rao lost 
his grip. Events since the demolition of the 
Ayodhya mosque by Hindu fanatics last 
December seemed to boost 
Pawar's stature. At the na- 
tional level, Rao looked in- 
decisive and attention was 
once again focused on po- 
tential replacements as 
Congress leader — notably 
Pawar and Education Min- 
ister Arjun Singh. 

Back in his home state 
Maharashtra, where Pawar 
had been chief minister un- 
til moving to New Delhi in 
1991, a pro-Rao successor 
who had been trying to 
usurp his power base had 
just been forced to quit in 
ignominy. Chief Minister 
Sudhakarrao Naik had 
shown fatal inaction during 
the anti-Muslim riots which swept the state 
capital, when over 500 people were killed 
and many Muslim-owned businesses 
burnt. 

Pawar's supporters among Congress 
members of the state legislature stepped 
up the pressure. Pushed to the wall, Naik 
lashed out with a statement on 20 Febru- 
ary calling for Pawar's expulsion from the 
party because he was plotting to overthrow 
the leadership. This settled Naik's doom, 
analysts agreed. Two days later, Naik re- 
signed on Rao's orders. 

But Rao's apparent surrender to Pawar 
by forcing the resignation was a feint. None 
of the contenders Pawar put up as replace- 
ment chief minister was acceptable. One 
was a nobody. Another had disgraced him- 
self by getting drunk and molesting an Air- 
India stewardess on a flight. On 3 March, 
Rao called in Pawar and revealed a better 
idea: Pawar himself should go back to 
Maharashtra as chief minister. 

АП day, according to Congress insiders, 
Pawar protested long and loud. Eventually 
in the third meeting, after a total seven 
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Rao moves quickly to quell 


party challenges. 


hours of talks, Rao said it was the decision 
of the party. Pawar gave in, but only after 
getting Rao to agree to a public statement 
that he had not wanted to go. 

In his announcement Rao said: “In spite 
of his reluctance to go back, I have had to 
take this step in view of the overriding 
need to bring in political stability to 
Maharashtra." 

Pawar said that "like a good soldier" he 
was accepting party orders to restore con- 
fidence in India’s commercial hub, but 
barely concealed his dismay. After a fare- 
well cup of tea with the three service chiefs, 
he flew to Bombay to be sworn in. Sup- 
porters in Congress got 104 
MPs (about one quarter of 
the party line-up in both 
houses of parliament) to 
sign a letter urging Rao to 
reconsider, but failed to 
sway the prime minister. 

With Pawar's departure 
from New Delhi, the field 
of leadership contenders is 
bare. Rao has shown him- 
self just as ruthless with 
potential rivals, and as pre- 
pared to exert central con- 
trol over state party poli- 
tics, as his predecessors 
Indira and Rajiv Gandhi. 

Former civil aviation 
minister Madhavrao 
Scindia, another rival of 
Rao, had offered his resignation in January 
when a Russian aircraft brought in to break 
a pilots' strike crashed at New Delhi air- 
port. Rao accepted it. 

Arjun Singh has failed to capture un- 
ease at Rao's handling of the Ayodhya cri- 
sis and turn it into support for a leadership 
change. When parliament resumed for the 
budget session on 22 February, Singh 
found his seating position had been 
changed. Instead of sitting right next to 
Rao, he was now four seats down the front 
bench — a none-too-subtle snub. 

Whether Pawar has been put out of na- 
tional play will be seen at a meeting of the 
All-India Congress Committee on 27-28 
March, when about 1,500 delegates will 
discuss a proposal that Rao should not 
hold the prime ministership and party 
presidency concurrently. This call — on the 
grounds that Rao has enforced a one-man, 
one-post rule on everyone else — has been 
seen as a precursor to a leadership chal- 
lenge. But most analysts think Pawar and 
Arjun Singh would have to combine to 
force an upset. я 
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SOUTH KOREA 


Out of Office, Again 


Kim Young Sam is forced to fire some of his cabinet 





By Shim Jae Hoon in Seoul 


fter 30 years on the political side- 
A this was not the way Kim 

Young Sam had hoped to begin his 
presidency. Just two weeks after he was 
inaugurated amidst promises to rid the 
government of corruption, his administra- 
tion is reeling from a series of revelations 
that have led to the ouster of at least five 
cabinet members. 

Worse still, the disclosures have come 
through anonymous tips phoned into 
South Korean newspapers on an almost 
daily basis. Amazingly accurate, they have 
stunned the Blue House and destroyed 
much of the goodwill Kim experienced 
when he assumed office. 

In an effort to regain momentum, the 
former dissident was forced to react swift- 
ly. He did so on 8 March by dismissing 
four cabinet members. Among those let go 
were the ministers of justice, construction, 
health and social affairs and the mayor of 
Seoul. 

The president moved on other fronts as 
well. Taking advantage of the distraction 
surrounding the uproar, Kim unexpectedly 
relieved Gen. Kim Chin Young and Lieut- 
Gen. Suh Wan Soo from their respective 
positions as army chief of staff and head of 
the Defence Security Command. Analysts 
say that the sackings, each of which was a 
blow to the conservative military establish- 
ment, was an attempt by the Blue House to 
consolidate its control over the army. 

While none of the anonymous inform- 
ers released their names, officials close to 
the president are convinced that the calls 
are linked to the Agency for National Se- 
curity Planning (NsP). Members of the se- 
cret service organisation have been warned 
that their jobs are in jeopardy under Kim's 
plan to restructure government. 

Pointing out that certain data phoned 
into newspapers and television stations 
was so precise that callers knew figures 
right down to the last digit of land registra- 
tion documents, Park Kwan Yong, Kim's 
chief of staff, suggested that the informers 
"clearly represent the reactionary forces 
opposing reforms." 

Although he refused to name names for 
lack of firm evidence, Park insisted, “the 
authoritativeness of the information pro- 
vided could not be lightly dismissed." Im- 
plicit was the possibility that the NsP might 
have exactly that sort of information. 

Others are not so sure the NSP is to 
blame. Some news reports speculate the 
tips may have originated from those 
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passed over for appointments, including 
those in the ruling Democratic Liberal 
Party (DLP) who disagree with Kim's rapid 
pace of change. 

Whatever the sources, the revelations 
shocked Kim and cast doubt on his judge- 
ment. The news was especially embarrass- 
ing given that during the election cam- 
paign he repeatedly told voters that his 
strength lay in selecting the right type of 
person for government jobs. “What kind of 
people you appoint to work with you in 
government is what politics is all about,” 
the then-candidate insisted at the time. 

Last month that statement came back to 
haunt him. Kim was forced to withdraw 
his appointment of Chun Byung Min as 
senior secretary for policy just two days 
after he had been ap- 
pointed. The dismissal 
followed the discovery 
that Chur's father-in-law 
assassinated one of the 
country's nationalist 
leaders in 1945. 

Worse still was Park 
Yang Shil's departure 
from her post as head of 
the health and social af- 
fairs ministry. One of 
three women brought 
into government as a 
mark of progress, the 
former medical doctor 
was unable to explain 
why her income tax dec- 
larations were inordi- 
nately low compared to 
her large property hold- 
ings. 

Explaining her case to 
newsmen, Park main- 
tained she has never en- 
gaged in speculative 
property activities. "I have bought lands 
and houses," she acknowledged, "but I 
have never resold them for a profit." 

Even so, Park could not hold off widen- 
ing allegations of impropriety: among 
other criticism she faced was disapproval 
over a lavish wedding ceremony she or- 
ganised for her son. As health and social 
affairs minister, one of Park's duties would 
have been to enforce a government policy 
that encourages thrift in civic ceremonies. 

Justice minister Park Hee Tae and gov- 
ernment administration minister Choi 
Chang Yoon faced a different line of ques- 
tioning. Their lapse was to use a foreign- 
ers' admission quota to get their US-born 
daughters into university. Although they 
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Kim's election promises come to 
haunt him. 


did not break any laws, the move — de- 
signed to skirt competitive entrance exami- 
nations — was deemed unethical. Park's 
resignation was accepted by the president 
while Choi, whose daughter graduated last 
year, was asked to stay on. 

One of the most controversial dismiss- 
als, however, was that of Seoul mayor Kim 
Sang Chul who was fired just six days af- 
ter he was confirmed. The sacking fol- 
lowed reports that seven years ago he 
bought rice paddies south of the capital 
and illegally converted them into land suit- 
able for housing. The transaction is said to 
have yielded the mayor an estimated profit 
of Won 1.7 billion (US$2.1 million). 

Also stung by tainted property holdings 
was construction minister Huh Jai Young 
who resigned after the government de- 
cided to survey assets of cabinet members. 
Huh's holdings are rumoured to be suspi- 
ciously large for a lifelong civil servant. 

With newspapers adding new names 
each day to the list of questionable appoint- 
ments, it was hard to tell what was hap- 
pening inside the Blue House. Kim 
compounded the situa- 
tion by appointing pro- 
teges to politically sensi- 
tive jobs in the NsP. Two 
such appointments were 
the posting of his per- 
sonal secretary to a cru- 
cial intelligence job and 
the choice of a close rela- 
tive, Kim Joung Won to 
head the NsP’s external 
intelligence division. 

Unsurprisingly, the 
opposition Democratic 
Party (рр) has opposed 
Kim's selections. "AII 
this trouble is an inevita- 
ble outgrowth from the 
way he has rewarded his 
people," says Cho Se 
Hyung, a policy spokes- 
man of the party. 

Kim himself paints a 
different picture. Speak- 
ing to newspaper pub- 
lishers shortly before he 
announced several cabinet replacements, 
the president portrayed the anonymous 
tips and subsequent firings as the opening 
skirmish in the battle between reformists 
and conservatives. "In pushing through 
reform, one is bound to meet with resist- 
ance of some sort," he said. "But I have no 
intention whatsoever of stopping what I 
have started." 

If the shaky start does signal the first 
skirmish between Kim and the DP, the sec- 
ond test is likely to come next week when 
the president is expected to ask members 
of the ruling DLP to disclose their assets. 
How strongly he presses them to make 
honest reports will show whether he really 
means business. " 
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ENVIRONMENT 


Deep Trouble 


Russian nuclear waste dumped in Sea of Japan 





By Melana Zyla in Washington 
T he former Soviet navy is believed to 





have dumped radioactive waste and 

contaminated components from nu- 
clear submarines in the Sea of Japan, a 
practice its Russian successor is thought to 
be continuing, the environmental group 
Greenpeace has reported. 

What is less clear is the effect any such 
dumping would have on the area and the 
food chain it supports. Although scientists 
say nuclear waste is not thought likely to 
threaten the food chain if it sinks below 
500 metres — and two of the dump sites 
are said to be thousands of metres below 
that depth — accurate data on Soviet/Rus- 
sian naval dumping in the Pacific is hard 
to obtain. 

Some new information, however, did 
trickle out last month when Greenpeace 
reported that it had received details of four 
incidents of dumping since 1985, but had 
little idea on how radioactive the waste is 
or how it was sealed in protective casing. 
Joshua Handler, research coordinator for 
Greenpeace's Nuclear-Free Seas campaign, 
said information from Russia is sometimes 
neither reliable nor forthcoming. He also 
said that, while recently carrying out re- 
search in Russia, Greenpeace was accused 
of being a CIA "front" organisation. 

While the question of how well the con- 
taminated material is protected has yet to 
be resolved, Columbia University chemical 
oceanographer Robert Anderson said the 
uncertainty about dumping nuclear waste 
needs to be resolved before the risk to fish, 
plants and humans is understood. 

“I would want to know . . . the water 
depth and whether anything was dumped 
in shallow water and can be taken up by 
[living organisms] quickly. That's even 
more important than knowing whether it 
was open dumping or in sealed contain- 
ers," he said. 

"Soviet records may say it was dumped 
at one place, but you have to think of a 
lazy captain dumping it at a point that's 
more convenient and closer to shore. Such 
à point could be shallower and pose a seri- 
ous threat to organisms," Anderson said. 
He added that "if it is at 3,000 m [the deep- 
est parts of the Sea of Japan] there isn't a 
cause for concern, certainly not on a short 
time-scale." 

Environmental Defence Fund oceano- 
grapher Stephanie Pfirman, who special- 
Чзез in the transportation of radioactive ma- 
terials, pointed out that “if there were а 
significant release of radioactivity, people 


18 MARCH 1993 


would have seen it [if they were monitor- 
ing the sites]." But she added that the task 
ahead is to determine ^what kinds of con- 
tainers the stuff is in" and the likelihood 
they will rupture and release their radio- 
active contents. 

Handler also said that President Boris 
Yeltsin's environment adviser Alexei 
Yablokov confirmed to him by telephone 
on 28 February that two nuclear subma- 
rine reactors were dumped off the North 
Korean coast in 1978. This was three years 
after the then Soviet Union had ratified an 
international treaty that banned dumping 
reactor hardware and strictly controlled the 
disposal of liquid radioactive waste, requir- 
ing that nuclear wastes disposed of at sea 
be sunk to depths of at least 3,000 m. 

Further, the 1983 London Dumping 
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Convention — which Moscow also signed 
— called for an immediate halt to all 
dumping of nuclear wastes at sea. The Rus- 
sian Government has since confirmed that 
at least three nuclear reactors from ageing 
warships were simply dumped into the 
Barents, White and Kara seas, while liquid 
nuclear waste was dumped into shallow 
waters in the Kara Sea adjacent to Novaya 
Zemla as recently as October 1991. 

It is therefore possible the Russian navy 
may still use the site off North Korea, as 
well as three other dump sites. According 
to Handler, Yablokov told him that Russia 
had continued dumping nuclear waste in 
the Sea of Japan until at least December 
1992. Handler, whose team has spent sev- 


FAR EASTERN ECONOMIC REVIEW 


Pacific Ocean 





eral months studying the issue in Russia, | 
said Greenpeace knows of four occasions 
since 1985 when the Soviet/Russian navy 
dumped radioactive waste in the Pacific: 
> Containers of unprocessed liquid waste 
were dumped in the Sea of Japan south of 
Askold Island in 1992. The waste came 
from an overburdened and inefficient na- 
val reactor fuel reprocessing plant on the 
Shkotovo Peninsula; 

> A removable screen for a submarine re- 
actor was dumped into the Pacific off the 
southern tip of the Kamchatka Peninsula 
in 1989; 

> Containers of radioactive waste were 
dumped off Kamchatka in 1992; 

P The site of a 1985 submarine reactor ex- 
plosion at Chazma Bay near Vladivostok 
continues to emit excessive radiation in the 
sea and on land, according to a 1990 map 
drawn by Russian uranium prospectors. 

The danger of the dumped material can 
be partly explained in curies, the measure 
of radioactivity associated with a decaying 
radioactive element. Elements in nuclear 
waste include caesium 137, cobalt 60, stron- 
tium and iodine — all of which produce 
types of radioactivity ex- 
tremely dangerous to life 
forms. "If you were to carry 
a curie of those around in 
your pocket it would prob- 
ably kill you," Anderson 
said. 

The number of curies in- 
volved in the Sea of Japan 
dump sites is disputed. The 
Russians estimate the two ге- 
actors scuttled off North Ko- 
rea had a curie count of 46.2, 
a number judged too low by 
both Greenpeace and the . 
oceanographers interviewed. 
By comparison, the 1979 US 
nuclear reactor accident at 
Three Mile Island in Pennsyl- 
vania had a curie count of 15. 

Press reports say the So- 
viets dumped 312,500 curies 
into the Arctic's Barents and 
Kara seas between 1959-9]. 
Experts believe the former 
Soviet Union dumped as many as 17,000 
containers of solid and liquid nuclear waste 
into these waters between 1964-86, almost 
all of it at depths of less than 300 m. 

Handler said he would assume the Pa- 
cific dump sites have a curie count that is 
at least "an order of magnitude less" than 
those in the Arctic. Nevertheless, he said 
the Sea of Japan dump sites still remain 
among the world's leading areas of eco- 
logical concern. 

Handler said Greenpeace will raise the 
subject with the Japanese Government. 
Russia, meanwhile, has asked for assist- 
ance in decommissioning its nuclear 
submarines and cleaning up its nuclear 
waste. a 
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AFGHANISTAN 


A Peace on Paper 


Mujahideen sign a pact, but hurdles remain 





By Salamat Ali in Islamabad 


fter six days of bitter argument in 
A Islamabad in early March, eight of 
Afghanistan's main political fac- 
tions finally put their names to a new char- 
ter which is supposed to bring peace and 
elections to the war-torn country. But even 
as they did so, one of those who stayed 
away described it as an agreement written 
in blood. Even among the participants 
there was not much optimism that the Pa- 
kistan-brokered deal would work better 
than previous attempts at peacemaking. 
At least four of the signatories privately 
expressed serious reservations about what 
they said was an external imposition. They 
believed that the agreement had manoeu- 
vred hard-line Pashtun leader 





December 1992, the date on which he was 
installed. The Hizbe Islami group was 
given the right to nominate the prime min- 
ister during this period, and was quick to 
pick Hekmatyar for the post. An annex to 
the agreement makes the premier the chief 
executive of the government. However, his 
hold on guns and money is diluted 
through two supervisory committees, one 
dealing with defence and the other with 
economic affairs. 

An independent election commission, 
to be formed with the approval of all the 
signatories to the agreement, is to super- 
vise the holding of elections to a constitu- 
ent assembly within eight months. The 
constituent assembly will be required to 
approve a constitution under which elec- 





Gulbuddin Hekmatyar and his 
Hizbe Islami faction to centre 
stage at the cost of everyone 
else. Given the deep suspicion 
with which Hekmatyar is re- 
garded by non-Pashtun groups 
in northern and western Af- 
ghanistan, this hardly looks 
like a prescription for stability. 

Like the Peshawar Accord 
of April 1992, which it closely 
resembles, the Islamabad 
agreement can be seen as an 
attempt by Pakistan to prevent 
ethnic discord in Afghanistan 
from spilling over into its own 
frontier regions where the 
Pashtuns form a large part of 
the population. Whether or not 
the agreement lasts. 

The only group that boycotted the ne- 
gotiations was the Hizbe Islami faction led 
by Yunus Khalis. A delegation sent by Gen. 
Rasheed Dostam, the warlord who controls 
much of northern Afghanistan, was ex- 
cluded from the talks on the insistence of 
other delegates who regard Dostam as hav- 
ing been a Soviet protege. 

Following the signing of the agreement 
a press conference was held at which Paki- 
stan's Prime Minister Nawaz Sharif was 
the only speaker, though both Hekmatyar 
and Afghan President Buhranuddin 
Rabbani were present along with special 
delegates from Iran and Saudi Arabia. An- 
nouncing the agreement, Sharif said that 
all parties had agreed to an immediate 
ceasefire. However, the published text talks 
of a ceasefire taking effect after the forma- 
tion of a cabinet by 21 March at the latest. 

The agreement provides for Rabbani to 
remain president for 18 months from 29 
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Afghan leaders, with friends, at prayer after the pea 
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tions must Ре held before the end of the 18- 
month period during which Rabbani will 
serve as president and Hekmatyar as pre- 
mier. 

A 16-member defence council compris- 
ing two nominees from each of the eight 
groups which signed the agreement, is to 
raise a national army and to supervise the 
evacuation of all heavy weapons from 
within range of Kabul. The council will also 
have the task of releasing prisoners held 
by the rival factions and of keeping roads 
open throughout Afghanistan. 

A commission formed jointly by the 
Organisation of Islamic Conference (OIC) 
and the signatories of the agreement is to 
monitor the ceasefire. Asked to explain the 
mechanics of the OIC's involvement, Saudi 
Arabia's intelligence chief, Prince Turki 
Alfaysal, said that the details would be 
worked out between Kabul and the 
Jeddah-based ОС secretariat. But 
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Hekmatyar ruled out the use of OIC mili 
tary observers, and said Afghans wouk 
never tolerate the presence of foreign sol 
diers on their soil. 

The most doubtful aspect of the agree 
ment concerns the selection of the cabinet 
This is supposed to be done by Hekmatya 
in consultation with Rabbani and other sig 
natories. But Hekmatyar gave reporters thi 
impression that he expected to play thi 
pivotal role in this process. 

Hekmatyar's tough line on the issue o 
cabinet selection masks a serious split oi 
how the process will work. Most of the fac 
tion leaders who attended the Islamabac 
talks claimed that they had done so on th: 
understanding that no party to any agree 
ment would claim more than one impor 
tant government job. But Rabbani at firs 
insisted on the retention of northern war 
lord Ahmed Shah Masud as defence min 
ister in the new cabinet. 

The decision to appoint a council t 
handle defence matters instead of a singh 
individual was only made after Hekmatya 
had left the talks in protest. Hekmatya 
was brought back to Islama 
bad in an Inter Services Intelli 
gence agency helicopter afte 
he had reached Peshawar o: 
his way to Afghanistan. 

Another weakness of th 
agreement is that it totally ex 
cludes Dostam, arguably the 
most powerful leader in north 
ern Afghanistan. Dostam wa: 
the main prop of the Soviet 
backed Najibullah regim« 
which finally collapsed і 
April 1992 when Dostam with 
drew his support. Dostam': 
tough Uzbek militia is the mos 
disciplined and well trained о 
all fighting groups in Afghani 
stan. 

Underlying all these fault: 
is the failure of the agreemen 
to address the reality that Afghanistan is ‹ 
multi-ethnic, multi-lingual and multi-sec 
tarian country. The mutual antipathy o 
these groups is not an invention of the for 
eign media as stated by some of Pakistan 
leaders. This is likely to become uncom 
fortably clear over the next few months a: 
attempts are made to begin collecting 
heavy armaments from the competing fac 
tions. 

At the invitation of King Fahad of Saud 
Arabia, the Afghan leaders left for Mecc 
on 9 March to pray for peace in Afghani 
stan and for the success of the Islamabac 
agreement. But the auspices were hardly 
favourable. At the beginning of the Afghar 
jihad against the Soviets in December 197¢ 
all the country’s main guerilla leaders took 
an oath in Mecca’s Grand Mosque to poo 
their weapons and other resources agains 
the invader. The solemn oath was forgot 
ten as soon as they returned home. и 
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NARCOTICS 


Diverted Traffic 


Indochina supplants Thailand as conduit for Burma's drugs 





By Nate Thayer in Phnom Penh and 
Bangkok 


ne of the lesser known frustrations 
О faced by the UN Transitional Au- 

thority in Cambodia (Untac) іп its 
attempts to restore order to the troubled 
country is that UN staff who intercept ship- 
ments of marijuana or heroin frequently 
have to hand them back to their owners. 
The lack of any UN mandate for control- 
ling the drug trade, and the Phnom Penh 
government's apparent lack of interest in 
doing so, helps to explain why interna- 
tional drug traffickers who formerly used 
Thailand as the prime conduit for heroin 
produced in Burma's Golden Triangle now 
tend to route their shipments further east 
through Laos and Cambodia. 

With Thai authorities tightening their 
surveillance, the slack standards of law en- 
forcement in most of Indochina have been 
a blessing to traffickers. In turn, the shift 
away from the traditional Thai route has 
created new problems for drug епіогсе- 
ment efforts to stem the flow of heroin to 
the US and Europe. 

“In the last two years we have seen a 
dramatic increase in Cambodia being used 
as a heroin smuggling point, a senior 
Western narcotics official said, adding that 
"all law enforcement [officials] in South- 
east Asia are looking at Indochina now." 

The official said that in 1988-89, almost 
90% of the opium and heroin shipped out 
of Burma came through Thailand. How- 
ever, while Burmese opium and heroin 
production has increased since then, he 
said that “more than 50% is now going out 
through China, and our intelligence shows 
in the last two years a dramatic increase of 
heroin smuggling through Cambodia." 

"Five years ago, estimated heroin sei- 
zures in China were 250 kilos. In 1992, 
more than 2,000 kilos were seized in 
China," a narcotics officer said. The open- 
ing of the routes through China and 
Indochina also reflect changes in how the 
Burmese drug trade is controlled. 

Law enforcement officials say opium is 
now largely processed into high grade 
heroin inside Burma. "Since 1988 the 
number of refineries [in Thailand] has gone 
down dramatically. Before, nine to 10 re- 
fineries were destroyed every year — in 
1992 none were,” one official said. 

Much of Burma's heroin is now shipped 
through Laos, the bulk of it protected and 
moved by the Mountainous Area Devel- 
opment Corp. (MADC), Western narcotics 
officials say. This company, wholly control- 





24 





1991, our intelligence indicated trawler 
began [shipping] heroin from there. It be 
came a meeting and offloading point." 

Officials say the highly publicised sei 
zure of 432 kg of high grade heroin off th 
coast of Thailand's Chantaburi province ii 
May 1991 was brought by land througl 
Cambodia to Koh Kong, where speedboat 
delivered it to a Thai trawler. Drug sup 
pression officials say that a number of ma 
jor heroin shipments have been confirme 
transiting from Koh Kong since 1991. 

One of the officials said that “our intel 
ligence is picking up four to six shipment 
a year" of high-grade refined heroin fron 
Koh Kong, with each load weighing . 
minimum 300 kg. The real figure, however 
is probably significantly higher, he said 
“The largest we have detected so far is 801 
kilos," one anti-narcotics official said, add 
ing “the only thing hampering them is th 
weather." 

In the absence of any relations with th 
SOC authorities, it is now virtually impossi 
ble for Western anti-narcotics agents to in 
terdict drug shipments in Cambodian wa 
ters. “Тһе area around Koh Kong is ver 
difficult to monitor. There are 25,000 fish 
ing trawlers off the coast of Vietnam anc 
Cambodia, and they all look exactly thi 
same from the air," he said. Another offi 
cial added that the syndicate operating of 
Koh Kong also uses trawlers flying Singa 
porean, Indonesian and Thai flags. 

The choice of Cambodia as a smugglin; 
route is not surprising. There were no law: 
restricting drug use or trafficking until Sep 
tember 1992, when Untac introduced ‹ 
somewhat vague paragraph covering nar 
cotics in the country's new penal codes 
Nevertheless, marijuana is still openly o: 
sale at markets in Phnom Penh and pro 
vincial towns. 

Further, corruption is endemic through 
out what remains of the country's bureau 
cracy and law enforcement agencies, the 
borders are porous and much of Cambo 
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Burma's heroin finds new outlets. 


led by the Lao army, was ostensibly set up 
to facilitate economic development in the 
country's Hmong minority areas. 

A recent US Government report stated 
that the "Mountainous Area Development 
Corp. and the [Lao] Third Army Division 
are repeatedly mentioned as involved in 
the narcotics trade." 

While some of the heroin goes east into 
Vietnam, much of it goes down the 
Mekong River to Phnom Penh or overland 
into Cambodia. It is alleged that the heroin 
is turned over to elements of the govern- 
ment and military of the State of Cambo- 
dia (SOC), who escort it to the coast. 

International anti-narcotics officials are 
now focusing on Cambodia's Koh Kong 
deepwater port in the southwestern corner 
of the country adjoining Thailand. Already 
a major smuggling centre with land access 
to Phnom Penh and the Mekong, Koh 
Kong is controlled by ethnic Thai soc offi- 
cials with links to Thai businessmen and 
politicians known to be connected to inter- 
national drug rings, intelligence sources 
say. 
After the heroin reaches Koh Kong, it is 
taken out to waiting trawlers by speed- 
boats to begin the journey to Hongkong 
and the US. Heroin shipments have also 
been detected at Cambodia's larger 
Kompong Som deep wa- 
ter port, but stricter con- 
trols there make Koh 
Kong an easier option for 
the traffickers. 

"Koh Kong has been a 
known  transhipment 
point for marijuana [since 
1984], when 24 tonnes 
were seized from a 
trawler,” а drug official 
said. "But in January 
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dia is either under the control of local 
fiefdoms or anti-government guerillas. 

Cambodia's first heroin refinery was 
discovered in Koh Kong last May by Untac 
officials. Because there is virtually no do- 
mestic drug consumption in Cambodia, the 
refinery's output was almost certainly in- 
tended for export. A recent confidential re- 
port by Untac officials stationed in Koh 
Kong province contends that SOC military 
officials in charge of the region "operate 
clandestine business throughout the sec- 
tor,” including car stealing rings, illegal 
logging and blackmarket liquor. 

The report also noted that Gen. Tea 
Vinh, the brother of soc's Defence Minister 
Tea Banh, controls a fleet of boats "that 
don't get stopped" by authorities that are 
supposed to prevent smuggling. 

Anti-narcotics agencies also suspect that 
Cambodia is now being used as a major 
centre for laundering drug money. More 
than 20 new banks have opened since the 
first foreign bank was licensed last year. 
Almost no enforced regulations or moni- 
toring of bank practices exist in Cambodia. 
This is becoming a serious problem now 
that hundreds of millions of US dollars 
pass through Phnom Penh's banks in con- 
junction with the US$2.8 billion UN peace 
plan. 

This may soon change. While Cambo- 
dia is currently a bigger transit route than 
Vietnam, anti-narcotics officials say they 
are bracing for Vietnam to soon become 
the hub of a major new drugs network. An 
investigation that followed the seizure of 
1.4 kg of heroin by Vietnamese authorities 
in December 1992 revealed the drugs had 
entered the country from Burma via Laos, 
narcotics officials said. 

The officials also note that the 1.5 mil- 
lion Vietnamese who settled in the US be- 
fore and after 1975 "provide connections 
of language, culture, contacts and history" 
that lend themselves naturally to organised 
crime. They point to the Vietnamese gangs 
that have taken control of drug rackets in 
some major US cities, and recall the recent 
— and first — arrest of Vietnamese-Ameri- 
cans on drug charges in Vietnam. The two 
were alleged to be carrying several kilo- 
grammes of high grade heroin when they 
were detained at Ho Chi Minh's Tan Son 
Nhut airport last month. Western anti-nar- 
cotics officials say they expect attempts to 
smuggle drugs out of Vietnam will in- 
crease as the country continues to open up. 

Unlike Cambodia, however, where the 
lack of any real central authority hinders 
investigation and interdiction, the Viet- 
namese authorities are said to be pro- 
viding "very good cooperation" to West- 
ern officials. A number of Bangkok-based 
narcotics officials have visited Vietnam 
recently to establish liaison links. In addi- 
tion, the Vietnamese authorities are known 
to be cooperating with the Hongkong 
police. ш 
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Tracing New 
Tracks 


The Communist Party of Burma (CPB) 
splintered three years ago, but its rem- 
nants continue to thrive on their en- 
trenched trade in narcotics. A powerful 
faction of former communists led by 
ethnic Chinese has since gained control 
of a new drug route through Indochina 
for the opium grown in Burma's 
Golden Triangle. 

Until the March-April 1989 mutiny 
by CPB troops against their ageing po- 
litical leadership, the communists used 
to control about 80% of Burma's poppy 
fields. The mutiny originated in 
Kokang, a mountainous 
area dominated by eth- 
nic Yunnanese. Its over- 
lord, former CPB military 
commander Pheung 
Kya-shin, is the father- 
in-law of Lin Mingxian, 
one of the party's ablest 
military leaders who 
controlled “815 War 
Zone" in the eastern- 
most corner of Shan 
state on the Laotian bor- 
der. Their respective ar- 
eas include some of the 
richest opium-growing 
country in Southeast 
Asia. 

The crB's 15,000- 
strong army subsequently split along 
ethnic lines and four new groups 
emerged: a unit in northernmost Kachin 
State, another in Kokang, the former- 
815 area and the bulk of the former 
CPP's fighting force, made up of ethnic 
Wa. Since the mutiny and the subse- 
quent ceasefire with Rangoon, many 
former CPB members have enjoyed ex- 
cellent relations with Burma's military 
government. 

Prior to 1989, most of the opium 
grown in the northeast was convoyed 
down to the Thai border, where it was 
converted into heroin in a string of labo- 
ratories located in an aréa controlled by 
drug warlord Chang Chifu, alias Khun 
Sa. But the former CPB forces soon es- 
tablished their own refineries along the 
Sino-Burmese frontier. US sources esti- 
mate that Burma's heroin production 
rose from 53 tonnes in 1987 to 128 in 
1989 and 185 in 1991. 

Narcotics suppression agencies have 
detected a fundamental difference in the 
organisation between Kokang and the 
former 815 area. In the north, trade is 
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Lin struck a drug deal with 
the Laotian military. 


free and there are many private drug 
traffickers and dealers, while in the 
former 815 area the business is monopo- 
lised by a tightly knit committee of 13 
former CPB commanders headed by Lin. 

This committee also includes Zhang 
Zhiming, another former CPB leader 
who is reportedly still closely connected 
with China's security services. Lin also 
enjoys an excellent relationship with the 
local Chinese police, army and intelli- 
gence officers. Sources close to Lin told 
the REVIEW that his group has issued an 
order banning the export of narcotics to 
China. "Private traders who have tried 
to use the China route have been ar- 
rested by Lin," one source said, adding 
that "it's obvious that they have an 
agreement with the local authorities in 
southern Yunnan." 

With trade to China 
closed for obvious po- 
litical reasons, Lin and 
his group began send- 
ing large quantities of 
heroin down to the Thai 
border in 1989-90. But 
something apparently 
went wrong in May 
1991 when Thai police 
seized 530 kg of pure 
No. 4 heroin from a 
fishing boat off the coast 
of Chanthaburi. It was 
the biggest drug haul in 
Thailand for years and 
the heroin could be 
traced back to Lin's 
former CPB forces in the 
mountains north of Kengtung. 

"Immediately after the seizure, Lin 
rushed down to Mae Sai in Thailand," a 
Chiang Mai-based source told the 
REVIEW. "But he returned empty- 
handed. He had been double-crossed 
somewhere along the line." 

Intelligence sources suspect that Lin 
began turning his attention to Laos af- 
ter this incident. 

The first documented case of Bur- 
mese heroin turning up in Laos oc- 
curred in August 1991, when Laotian 
security forces pursuing a group of uni- 
dentified rebels who had crossed the 
border from Burma captured two of 
them and seized 15 kg of pure heroin. 

After this abortive attempt to open a 
route through Laos, Lin and his group 
may have decided to approach ele- 
ments within the Laotian military in- 
stead. It is uncertain when he made his 
agreement with the army-run Moun- 
tainous Areas Development Corp., but 
Chiang Mai-based sources say they 
have been aware of this connection for 
^more than a year." m Bertil Lintner 
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resigning in 1987. 


| Des Moore is a Senior Fellow at the Institute of Public Affairs in 
Melbourne. He worked in the Federal Treasury for 28 years before 


Australia's Labor Pains 


hen the race started between the 

Labor Government and the Op- 

position Liberal-National Coali- 
tion for the federal elections on 13 March, 
it looked at first like a clear-cut choice be- 
tween economic reform and the stagnant 
status quo. Since then, however, the polls 
have shifted back and forth. With these 
shifts have come changes in the economic 
positions of the parties. What worries ad- 
vocates of reform now is the price paid by 
both major parties, in terms of promised 
tax cuts and other concessions, to attract 
voters. 

The leader of the Coalition, John 
Hewson, judged it necessary to make sub- 
stantial changes to the “Fightback!” eco- 
nomic programme he originally launched 
in November 1991. That programme con- 
tained the most comprehensive package of 
macro- and micro-economic reforms ever 
proposed by an Opposition in Australia's 
history. For some time it appeared to be a 
roaring success. Indeed, six months ago 
Paul Keating, who replaced populist prime 
minister Bob Hawke as leader of the Labor 
Party in January 1992, was trailing Hewson 
by 7.5 percentage points in the polls. But a 
variety of factors closed the gap and im- 
pelled Hewson to announce a softer 
Fightback Mark II in November 1992. 

Perhaps the most remarkable feature of 
the turnaround in Labor's political fortunes 
was that it did not reflect any substantial 
economic recovery. Although Срр has been 
growing at about 296 per year since the 
trough in the third quarter of 1991, unem- 
ployment has continued to edge up and 
consumer and business confidence have 
stayed down. 

Labor's recovery in the polls was due 
more to Keating's aggressive personal at- 
tacks on his opponent. For a time, the 
prime minister had a considerable meas- 
ure of success in portraying Hewson's re- 
form proposals as extreme laissez-fairism. 
Coupled with the heavy onslaught on the 
weakest link in the “Fightback!” pro- 
gramme — namely, the proposal for a new, 
15% indirect tax on goods and services — 
these attacks led Hewson to announce the 
exemption of food from the proposed tax. 

Labor's attempt to paint Hewson as a 
free-market ideologue was helped by a 
strong critique of economic rationalism 
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By Des Moore | 


from both the left and the right of the Aus- 
tralian political spectrum. These critics 
mounted a noisy campaign suggesting that 
the recession and high unemployment 
were the product of free-market policies 
adopted during the 1980s. 

Specifically they argued that financial 
deregulation and a reduction in import 
protection were the main causes of the re- 
cession and that the tide of deregulation 
ought now to be reversed. It was ironic 
that Labor, which had been mainly respon- 
sible for financial deregulation and lower 
protection, was able to portray the coali- 
tion as the proponents of such policies for 
the 1990s. 

This irony was all the greater given that 
the critics" assertions were patently wrong. 
Australia's recession was primarily due to 
the policies pursued by Labor under an 





There is a broad 
consensus that 
Australia has to make 
its economy 
internationally 
competitive 





accord it reached with the trade-union 
movement. That accord provided for un- 
ions to limit wage claims in return for con- 
cessions on the social wage, including tax 
cuts. This incomes policy was supposed to 
allow the economy to operate with sustain- 
able faster growth and lower unemploy- 
ment. In addition, budgetary and monetary 
policies stimulated spending to encourage 
faster growth. 

In practice, this highly interventionist 
policy led to a splurge in spending and 
borrowing, reflected in the blow-out of net 
foreign debt from 13% of GDP in June 1983 
to 33% in June 1987 to 42% today. The 
result was the recession ^we had to have," 
as then-Treasurer Keating once blurted 
out. 
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Keating's apparent temporary success 
in labelling Hewson ап economic 
ideologue led the Coalition to do more in 
Fightback II than simply exempt food from 
the new consumption tax. Most important, 
it reversed its macro-economic stance from 
a reduction in the budget deficit to a 
“stimulatory,” short-term deficit increase. 

This action was judged a necessary re- 
sponse to press and community pressure 
to "do something" about the deteriorating 
unemployment situation. Certainly this has 
helped Hewson turn the polls back to- 
wards his favour. Coming on the top of an 
already large budget deficit proposed by 
the government, however, it would risk a 
serious deterioration in the current account 
deficit. 

These developments suggest that 
whichever party wins, it will have to "do a 
Clinton" and, at the very least, postpone 
the introduction of some tax and other 
welfare concessions. The Coalition's main 
strength here is that there is a good chance 
that over time the rate of growth would be 
lifted by virtue of their other reform pro- 
posals, including: 
> Decentralisation of industrial relations, 
which should break the straitjacket that 
the unions and the Industrial Relations 
Commission have kept on productivity 
growth; 
> Progressive reductions in tariffs to пер; 
ligible levels by the year 2000, which will 
continue to improve the competitiveness 
of Australian industry; 
> Monetary reforms designed to “lock-in” 
low inflation and encourage saving and 
productive investment, and; 
> Privatisation of government enterprises, 
which should reduce costs to business and 
the community generally. 

Notwithstanding the critics of economic 
rationalism, there is now a broad consen- 
sus within the two major parties that Aus- 
tralia has to continue making its economy 
internationally competitive. The differences 
are principally over the pace of change, 
with Labor being held back by its close re- 
lationship with a union movement that cor- 
rectly sees such exposure as a threat to its 
power base. But a considerable majority о! 
the Australian people have come round tc 
the view that Australia has no real alterna- 
tive other than to open its economy. m 
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Peking Gains Upper Hand 
Over Hongkong on Talks 





ven before the opening of formal talks be- 
tween Britain and China on Hongkong's fu- 
ture, the Chinese have scored a string of sig- 
nificant victories. First, the Chinese have wrested 
the initiative from the British. Governor Chris Pat- 
ten has had to delay the gazetting of his proposals 
four times. Week by week, the British delayed send- 
ing their proposals to the Hongkong Legislative 
Council in the hope that China would agree to talk. 

This means that China can determine not only 
whether there will be talks but also when there will 
be talks. This is an important psychological advan- 
tage. The British, it seems, are so anxious for talks 
that they are willing to let China call the shots. 

Moreover, as Patten disclosed, the British have 
submitted to the Chinese a list of proposed mem- 
bers of the British negotiating team. The Chinese 
have not presented a list of their team members. 
The clear implication is that even the composition 
of the British team is subject to negotiation. It is 
known that Peking objects to the presence of Hong- 
kong government officials on the British team, say- 
ing that the talks are between Peking and London 
and not with the Hongkong Government, even 
though it is the fate of the six million people of 
Hongkong that is being discussed. 

The Chinese have also succeeded in attaching an 
important precondition to these talks. They insisted, 
and the British have accepted, that the basis of the 
talks must be the Joint Declaration, convergence 
with the Basic Law and other relevant agreements 
and understandings reached between the two gov- 
ernments in earlier years. 

Previously, the British Government, while en- 
dorsing the China-proclaimed Basic Law as a whole, 
had reservations on some of its provisions. The Brit- 
ish Parliament was told, for example, that there 
were articles in the Basic Law that the British Gov- 
ernment would prefer to have seen worded differ- 
ently, or dropped altogether. Accepting conver- 
gence with the Basic Law would seem to mean ac- 
ceptance by Britain without reservation of all provi- 
sions in the Basic Law. 

China has not matched any of these British con- 
cessions. Deigning to talk to the British, it seems, is 
concession enough. The Chinese continue to insist 
that they will not discuss Patten's proposals. The 
governor told the Legislative Council on Friday that 
his proposals remain on the table. They are likely to 
continue to lie there, ignored by the Chinese side. 

Britain and China have apparently agreed that 
any talks will focus on the 1994-95 elections. This 
means, in effect, that Britain is inviting China to 
take part in deciding how Hongkong is to be run 
before 1997, without China reciprocating by giving 
Britain a voice in how Hongkong should be run 
after 1997. 

All these British concessions point to one conclu- 
sion: The British are still primarily interested in ne- 
gotiating a graceful exit from Hongkong for them- 


selves in 1997, rather than in ensuring that Hong- 
kong will genuinely enjoy a high degree of au- 
tonomy after 1997, as promised in the Sino-British 
Joint Declaration, signed by Margaret Thatcher and 
Zhao Ziyang in 1984. 

The British should bear in mind that what is im- 
portant for Hongkong is not the way the 1994-95 
elections are held so much as the way elections are 
held after 1997. Whether Hongkong will have a 
slightly more representative legislature in the last 
year or two of British rule is of marginal impor- 
tance. Whether in the long run Hongkong will genu- 
inely enjoy a high degree of autonomy is of su- 
preme importance. 

Since Britain is unable to leave behind a demo- 
cratic Hongkong when it withdraws in 1997, the 
least it should do is ensure that democracy is within 
sight at that time. This means seeking China's con- 
sent to a timetable for developing democracy in 
Hongkong. 


Basic Law states: "The ultimate goal is the 

selection of the Chief Executive by universal 
suffrage." It also says: “Тһе ultimate aim is the elec- 
tion of all the members of the Legislative Council 
by universal suffrage." 

Since the Joint Declaration provides for Hong- 
kong to be a Special Administrative Region for 50 . 
years after 1997, it should certainly be possible for 
the ultimate goal of full democracy to be reached 
well before 2047. 

At least one pro-Peking politician suggests this 
can be done in 2007. If China is willing to make 
public a timetable and say by which year Hong- 
kong will have a fully directly elected legislature 
and a popularly elected chief executive, it will do 
much to enhance confidence in the future. 

Full democracy within the foreseeable future 
would make transitional institutions such as the 
election committee and functional constituencies 
much less important. The 1995 election committee 
can then be set up along the Basic Law’s lines. This 
move is important anyway because the election 
committee after 1997 will also elect the chief execu- 
tive, and Hongkong should see to it that the com- 
mittee's members are democratically elected. 

As for the functional constituencies, adherence 
to the current system is acceptable, subject to one 
qualification. The basic flaw in the system is that 
functional representatives are now seen to lack le- 
gitimacy. This problem can be overcome if the func- 
tional bodies are turned into nominating bodies. 
Thus, lawyers can nominate two lawyers, doctors 
can nominate two doctors, and the public will elect 
one of them to serve in the legislature. This ensures 
that professional expertise will be available. It also 
ensures that those professionals, like their directly 
elected colleagues, will be able to claim a public 
mandate. н 


Т» should not be impossible. After all, the 
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TRAVELLER'S TALES 


his year as I bowed my head to 
| receive the ashes marking the first 


day of the Lenten season, I reflected 
on my resolution. Instead of giving up al- 
cohol or sweets, I had resolved not to write 
about the apparently inexhaustible capac- 
ity for folly of Hongkong’s Legislative 
Council (Legco). Not because doing so 
would be unfair or un-Christian, mind you. 
But because, given the provocations, I re- 
garded abstaining from comment as a suit- 
ably testing penance. 

Fortunately the good Lord scheduled a 
late Easter this year, which means that the 
recent Legco debate on free trade is exempt 
from my vow. To be sure, a debate on free 
trade might itself be thought a telling 
development as Hongkong lurches to- 
wards 1997, rather as if the College of Car- 
dinals got together one day to reconsider 
the papacy. My own fear was that the 
whole thing might prove deadly dull, and 
I hoped for some relief. Best would be a 
flash of personal invective, such as in a 
recent session where the Hon. Chim Pui- 
chung called the Hon. Jimmy 
McGregor а gwai lo, or foreign devil 
(and not in a very nice way, either). 
Next best would be an abbreviated 
session that left plenty of time to nip 
over to the Foreign Correspondents’ 
Club for a quick one. But a glance at 
the clerk's list of speakers — 21 
members going on for up to seven 
minutes each — and some ele- 
mentary arithmetic meant that 
hopes for a comforting gin-and-tonic 
were more than two hours distant. 

As it turned out, the debate 
turned out to be better than ex- 
pected. The word “debate” is used 
loosely, because in Legco it is con- 
sidered bad form to get up and respond 
directly and unequivocally to the honour- 
able colleague who preceded you. The 
preferred tactic is to read from a prepared 
text, only rarely digressing to refer to 
something someone else has just said. This 
extraordinary politeness extends to the 
vote. Instead of a simple “yes” or “no,” the 
accepted course is to offer what sounds like 
an innocuous amendment which in fact 
has the effect of rendering the thrust of the 
motion moot. The advantage of all this is 
that almost no one can figure out exactly 
what it is members are for and what they 


| are against, least of all the public. 


Frequently, members themselves ap- 
pear not to know. Earlier in the day, for 
example, Financial Secretary Hamish 
Macleod found himself on the defensive 
when pressed to explain to members the 
distinction between “positive non-interven- 


tionism" and “doing nothing.” Macleod 
answered: "The correct use is set out... 
by Mr Philip Haddon-Cave in a speech to 
the Hongkong Federation of Industries on 
2 December 1980. I would be very pleased 
to offer to members who want it, the six 
pages which summarise his interpretation 
of this phrase." 

The debate over free trade per se did 
not get under way until much later. It 
started off with a motion by Fred Li calling 
for a free trade council, the purpose of 
which was to safeguard competition, look 
out for consumers and prevent monopo- 
lies. McGregor and most of the other busi- 
ness representatives did not like the sound 
of this at all (and with good reason), so he 
offered an amendment embracing the idea 
of fairness but doing away with any new 
commission. In support of this amend- 
ment, Martin Barrow of Jardine Matheson 
noted that ^what keeps the local market 
fair and competitive is not rules and regu- 
lations but the lack of them.” 

What the honourable gentleman from 





Direct rebuttal is bad form in Hongkong’s Legco. 


Jardine’s did not note was the one issue 
raised that suggests more about Hong- 
kong’s future than anything Governor 
Chris Patten has been cooking up. This was 
the reference by democratic leader Martin 
Lee to an open secret in the financial 
community, published just days before in 
the South China Morning Post, that China’s 
Hongkong and Macau Affairs Office was 
behind a new investment company in 
Hongkong that would include the chief 
Pooh-Bahs from the colony’s business com- 
munity. To put this in perspective, imagine 
if you will the howls were John Major to 
announce, while still in office, the forming 
of an investment firm called “10 Downing 
Street,” composed of his cabinet and Bri- 
tain’s top 100 or so businessmen. “Equal 
footing for all companies is taken for 
granted in sophisticated markets like Hong- 
kong,” said Lee. “Governments do not play 
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favourites. But this is not understood by the 
Communist Chinese Government, which 
conducts business based on personal con- 
tacts, or guanxi.” 

The debate that followed this statement 
helps explain why Hongkongers find 
themselves in such a fix today. On the one 
hand, there were the democrats, who have 
been quite brave in standing up to the Brit- 
ish as well as the Chinese but whose cour- 
age is offset by an astonishing lack of busi- 
ness knowledge, throwing out words like 
“monopoly” and “dominant market share” 
with apparently no understanding of the 
difference between the two. 

Still, in most ways these people are far 
preferable to those who know all about 
what free commerce needs to survive and 
yet remain silent about this new firm, 
New China Hongkong Group, an essen- 
tially fascist mechanism — a formal link- 
age between big government and big busi- 
ness — and thus an awfully bad prec 
edent. I think of Ngai Shiu-kit’s demurra. 
that lots of other governments invested ir 
their economies. Lots of other gov- 
ernments have tanks, too, but most 
don't send them into their towr 
squares against unarmed students 
Almost alone, the newly appointed 
Christine Loh married the demo- 
crats concerns with the business- 
man’s savvy. In an admirably suc 
cinct statement, she argued thal 
Hongkong people should indeed be 
worried about fair trade, but that in- 
stead of adding layers of regulatior 
and bureaucracy the government 
ought to be “re-examining those ar- 
eas, including franchises, schemes о! 
control banks, airlines, the profes- 
sions and any area where competi- 
tion is restricted.” 

In the event McGregor’s amendment 
was passed, 23 to 22, with seven abstain- 
ing. Another way of looking at it was thal 
the original motion was defeated. In nei- 
ther debate, however, did the announce- 
ment of the large new investment firm that 
would enjoy a partnership with China’s 
top political body for the area receive any- 
thing but cursory attention. Of course, 
some of those same businessmen who 
proved so exercised about the prospects of 
a new regulatory agency might privately 
have some reservations about New China 
Hongkong Group, especially if they 
haven't been invited in on the deal. But 
don't expect them to talk about it in Legco. 
That would be impolite. и 
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William McGurn is a Senior Editor of the 
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"Marqués de Vil 


We built them to keep you out. We've re-built them to keep you in. 


In 1928, the drawbridge was lowered on the Spanish "Parador. And for the travelling public, "castles 
in Spain” became a reality • Since then, these state-owned "inns" have opened up some of Spain's 
most beautiful eountrvside • Of course, not every Parador is a castle. You could just as easily 
find yourself staying in a palace or a convent « Many Paradors have pools and tennis courts. Some 


have golf courses. While others offer water sports, fishing and even big game hunting right on their 


doorsteps,« Afterwards you can fortify yourself with some of the finest regional cuisine in the land 


* Traditionally, Paradors are situated a comfortable day’s car-ride apart Апа at the end of the 
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day, you won't have to fight your way into your hotel. 
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JAPAN’S ‘YONIGE’ 


Ease of getting credit cards causes some Japanese to succumb to the temptations on display in shop windows. 


Night Flight People 


Covert moving companies help the indebted disappear into the night 


By Michael Heazle 


hile the idea of people running 
W away to avoid paying their debts 

is certainly not new, Japan has 
seen the emergence of a new kind of 
“covert” moving company known as 
yonige-ya, (night-flight company) whose 
clients, the yonige, are usually young peo- 
ple who have run up astronomical debts 
through the use of multiple credit cards. 

The yonige-ya mostly operate under the 
guise of more conventional moving com- 
panies and provide elaborate and compre- 
hensive services for those wishing to dis- 
appear. Perhaps the most distinctive fea- 
ture of the contemporary yonige is the to- 
tality of their disappearance. In most cases, 
individuals or sometimes entire families 
will disappear during the night with all of 
their belongings, including cars, furniture 
and assorted electrical appliances, leaving 
an empty house or apartment. 

Prospective yonige generally begin their 
search for a yonige-ya by contacting a 
number of ordinary moving companies, 
implying that they require “special ser- 
vices.” When a suitable contractor has been 
found, prices are negotiated and times and 
places arranged. 

The yonige are usually told to have eve- 
rything packed and ready for the move. 
People often leave before the trucks arrive, 
taking clothes and other essentials in the 


30 


family car in an effort to keep their identity 
secret from even the truck drivers. 

To foil any investigators employed by 
credit card companies, the yonige-ya may 
use rear-mounted video cameras on the 
trucks to ensure they are not being fol- 
lowed. The yonige-ya will often spray- 
paint their trucks with water-based paint 
to keep their own identity secret, and in 
some cases the trucks may be changed two 
or three times on the way to the destina- 
tion. Other companies have been known to 
use decoy trucks to confuse any would-be 
followers. 

One young woman told of how her 
neighbours suddenly disappeared after be- 
ing unable to repay loans to various fi- 
nance companies. She said her neighbours, 
a family of four, had disappeared during 
the night “leaving behind nothing except 
their 80-year-old grandmother and her 
belongings." The old woman, she said, 
vehemently denied any knowledge of her 
family's whereabouts. 

Young singles and couples are more 
likely to take the yonige option than older 
people with families. The president of a fi- 
nance company in Toyama prefecture, 
Shigeo Minami, remarked that this was 
due to the “buy now, pay later" brand of 
consumerism that has been adopted by 
many young Japanese. Minami said in the 
last two to three years his company had 
experienced "a marked increase in the 
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number of yonige defaulting on debts" ir 
addition to a significant increase of client: 
declaring themselves bankrupt. Many o 
these people, he said, are in their twentie: 
or early thirties and single. Statistics indi 
cate that more than 20% of the people cur 
rently experiencing debt problems are ir 
their early or mid-twenties. Office ladie: 
and young salarymen are, according t 
Minami, the people most likely to "live be 
yond their means by financing oversea: 
trips and extravagant lifestyles with credi 
cards and loans." 

Kenji Utsunomiya, a lawyer for the To 
kyo Credit and Sarakin Issue Study Office 
began a credit card hotline in 1990 to assis 
the growing numbers of people in finan 
cial difficulties. Approximately 10-15 peo 
ple call his office daily seeking advice 
Some of the calls involve cases where ever 
individuals have taken the yonige option 
leaving their spouses or parents to dea 
with the debt collectors. Utsunomiya saic 
many of those who chose to run away 
could have declared themselves bankrup 
and, in most cases, the Japanese court: 
would declare them “non-responsible” un: 
der Japan's personal bankruptcy laws. 

How exactly do these “night-flight’ 
people manage to disappear? In Japan, г 
small island nation, many simple aspect: 
of everyday life, such as opening a bank 
account, registering for health insuranc 
and finding a job require some kind о 
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identification. The real question, however, | 


 Calcutta's 


appears to be not how hard it is to disap- 
pear as how hard the credit card com- 
panies try to find the yonige. The answer, 
according to Minami, is “not very hard." 


In many cases, credit card companies | 


Metro 


will make only a limited effort to find 


yonige due to the high costs involved in | 


tracking people down, and the large 
number of financially crippled people these 


companies have to deal with. Utsunomiya | 


emphasised the growing debt problem 


among Japanese consumers this way: "In | 


1990, Japanese consumers achieved an 
even greater level of personal debt than 
their counterparts in the United States." 
Because the yonige often run up debts 
on as many as 20 or more credit cards, the 


amount owed any one creditor is not suffi- | 


cient to warrant spending much money on 
trying to find them. This attitude seems to 
be reinforced by the general belief that 
even if the creditors were able to find these 
people, they would simply declare them- 
selves bankrupt. According to Minami, the 
policy adopted by many companies is that 
"there is no point in throwing good money 
after bad." A spokesman for Japan's Na- 
tional Police Agency (NPA) supported his 
view by saying "the NPA receives very few 
complaints involving “уоліре — with the 
exception of families reporting husbands, 
wives or children as missing." 
Utsunomiya believes, however, that 
credit card and finance companies do not 
give up easily. "Although it is true that 
companies are often reluctant to spend 
time and money chasing relatively small 


debts, it is very unlikely that they will give | 
up entirely," he said. "If the companies do | 


receive any information concerning a 
yonige's whereabouts, they will certainly 
act upon it." This view was confirmed by a 


spokesperson for the Miyagi Sarakin Asso- | 


ciation, who said that “Sarakin and credit 
card companies will almost never close a 
case involving a yonige — even if they are 
unwilling to make any concentrated effort 
to find such people." 

In a situation where finance and credit 
card companies find it almost impossible 
to claim on clients who choose to disap- 
pear into the night, it appears that the most 
likely outcome will be a tightening up of 
the conditions people must meet before 





being issued with loans or credit cards with | 
high credit limits. But in Japan's currently | 


depressed economic climate, many com- 
panies appear reluctant to risk exacerbat- 
ing the current downturn in consumer 
spending by introducing stricter conditions 
for loans and credit cards. In the mean 
time, the yonige and yonige-ya phenomena 
will no doubt continue to exist as yet an- 
other example of Japan's rapidly TER 
society and values. 


(Michael Heazle is a freelance writer based in 
Japan. 
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Oases of clean subway 
stations attract tourists 








By Jayanta Sarkar 

ad there been an entry in the Guin- 
H ness Book of Records for how many 
times one can take a ride on a tube 
station escalator in 10 minutes, nine-year- 
old Sandip Mondal would have been a hot 
favourite for that honour. 

Recently he, along with 23 other family 
members, came to Calcutta from Baruipur, 
a suburban town 20 kilometres to the 
south, for sightseeing. Late that afternoon, 
the contingent arrived at the Esplanade 
subway station in Calcutta city on the last 
leg of the tour. 

But before boarding the train, Sandip 
and some other members of the party took 
rides on the escalator, he alone doing it 14 
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This is Calcutta? 


times in a row. If a ride on the under- 
ground is the prized cake, then going up 
and down the moving stairs is its icing. 
And every day hundreds of Sandips go to 
the Esplanade station for the escalator ride. 
For people like the Mondals, a few 
places are musts in Calcutta. Up to about 
the mid-1980s, the museum and the zoo, 
the worlds of the dead and the living, were 
two of them. Since a skeleton tube service 
was opened in 1984, the metro has joined 
the list. Last November, the second bridge 
over the Hooghly, looking cute with high- 
strung cables, has become the fourth. 
Calcutta's tube stations, like the city it- 
self, look like melting pots of diverse cul- 
tures, languages, clothes and social back- 
grounds. The metro serves a wide spec- 
trum of people from new-born babies of 
village families sucking mother's milk to 
tottering grandmas, from sophisticated In- 
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dians settled abroad on a visit to their birth- 
place to foreigners otherwise lost in the 
city's exasperating traffic jungle. 

Many of them are joy-riders. Metro Rail- 
ways' Chief Traffic Manager A. K. Ghosh 
puts their figure as high as 40% to 50% of 
the total of 43,000 daily passengers. 

What gives the Calcutta metro its dis- 
tinctive character is the remarkable cleanli- 
ness of the stations. In a city not famous for 
its smart look, the metro is an oddity, "a 
tale of two cities," as a Metro Railway ad- 
vertisement once put it. 

Professor Krishna Chakravarty of Cal- 
cutta University's sociology department 
explains the phenomenon this way: "When 
you see no one is doing something, you 
also do not do it.” The same person who 
would think nothing of spitting at Howrah 
railway station, one of the busiest in the 
world, would not do so in a metro station, 
she points out. 

Metro’s Financial Director Kamal Mitra 
attributes the cleanliness to the decision not 
to allow vendors or shops in the under- 
ground. “The metro has come to represent 
some of the best features of the city’s mid- 
dle class culture,” he says. 

Metro's chief public relations manager 
S. Sarker expects the traffic to go up sub- 
stantially once the full stretch of 16.45 km 
is completed. At present only 
the southern section is func- 
tioning. The northern stretch, 
also about 8 km long, is slated 
to become operational by 
1995. Would the system re- 
main so clean if many more 
people use it? "That will de- 
pend on how the tradition 
that has been built up is re- 
tained, and that will need 
conscious efforts," Chak- 
ravarty points out. 

The authorities have low- 
ered their projection of a post- 
1995 daily traffic of over 
100,000 to just 50,000. The fare 
structure would be an important factor. A 
sharp fare rise last April reduced traffic by 
34% but also boosted ticket sales by 34%. 

An economy drive has started. The rail- 
way has cancelled the order for 88 coaches 
out of a total of 232 originally proposed. 
The frequency of services is to be brought 
down from 2 minutes to 5 minutes, which 
in turn will help cut expenses. 

Not surprisingly, perhaps, the Calcutta 
subway system has been pronounced the 
best run metro in the world, according to a 
1988 study by the Public Broadcasting Sys- 
tem of the US. It scored 10 out of 10, ahead 
of Toronto (9), Washington and Madrid 
(both 8.5), New York and Berlin (both 8) 
and Amsterdam, Peking, Hongkong, Seoul, 
Tokyo and London (all in 6-7 range). a 


AVM OHLIN 


Jayanta Sarkar is a contributor to the Review 
from Calcutta. 
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Thailand Between Polls 


Demi Democracy by Likhit Dhiravegin. 
Times Academic Press, Singapore. S$29. 
Business Associations and the New Political 
Economy of Thailand by Anek Laothamatas. 
Institute of Southeast Asian Studies, 
Singapore, and Westview Press, Boulder. 
05544. 

How to view Thai politics during the 
tumultuous years of 1988-92? Thailand 
went from its first fully elected government 
in over a decade, to a military coup with a 
technocrat government, to a semi-elected 
military government that was deposed 
within weeks in the May 1992 uprising. A 
new civilian government was then re- 
turned to power in the September election 
while the barely humbled military shuffled 
back to the barracks. 

Is this just another round of 20th-cen- 
tury Thai politics, part of a cycle of military 
governments with the occasional civilian 
interlude? If so, it suggests that the army 
can hardly be ignored. 

Or is this a turning point, the military 
has been told, finally, that civilians can gov- 
ern their own country, and soldiers should 
stick to defending borders? This would 
suggest that Thailand has seen its last epi- 
sode of military intervention into politics. 

Every turn of government since the end 
of absolute monarchy 60 years ago has 
posed these questions to students of Thai 
politics. Seventeen military coups since 
1932 is not a promising record, even if most 
of them were relatively peaceful. 

In his 1966 book, Thailand: The Moderni- 
zation of a Bureaucratic Polity, Fred Riggs 
proposed the classic theory of 20th-century 
Thai politics: that the rotation of power 
between sections of the bureaucracy — the 
civil servants and the military — is the 
most salient characteristic of Thai regimes. 

Despite the institutional trappings of 
democracy, government in the Riggs 
model was hardly democratic. The military 
and the bureaucrats intensely distrusted ci- 
vilian politicians and businessmen, who 
had little influence or control over the bu- 
reaucratic polity. 

Yet due to constant factional rivalry in 
the bureaucracy, government was neither 
totalitarian nor authoritarian. The symbi- 
otic relationship between the military and 
the civilian bureaucracy’s mandarin-like 
technocrats, a partnership that excluded 
the public, moderated extreme tendencies. 
In exchange for managerial power, the bu- 
reaucrats brushed over the military’s ex- 
cesses and kept Thailand on an even keel. 

The Riggs model was widely accepted 
for decades. Now, however, political scien- 
tists Anek Laothamatas and Likhit 
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Dhiravegin argue that the fabric of Thai 
politics began to change substantively in 
the 1980s, and that Riggs’ approach no 
longer applies. 

In Demi Democracy, Likhit explains the 
patterns of post-1932 government as a her- 
itage of political culture dating back to the 
13th-century Sukhothai kingdom. Thais, he 
suggests, have always sought out charis- 
matic, paternalistic strongmen — hardly 
the type to stoop to elections — to lead the 
country. In the 1980s as in Sukhothai, these 
leaders retained a coterie of mandarins to 
run day-to-day business, while the leader 
maintained direct patron-like relationships 
with the people. 

But a congenital weakness in the Thai 





The 1992 uprising saved democracy in Thailand. 


tradition, Likhit writes, is the inability to 
establish systematic leadership succession, 
making the end of every era an open strug- 
gle for the top post, be it by Ayutthaya’s 
kings or modern Thailand’s premiers. 

Although Thailand has made plodding 
progress towards democratisation, this 
baggage of cultural mores and preferences 
has hung over the polity throughout the 
20th century. Parliament has been ignored 
and abused, and leaders have refused to 
stand in polls. Ultimately, the kingdom 
was left with what Likhit calls halfway de- 
mocracy in the era of prime minister Gen. 
Prem Tinsulanond, 1980-88. 

Likewise, Anek observes that the 1980s 
showed trends towards fuller democrati- 
sation. In Business Associations and the New 
Political Economy of Thailand, Anek studies 
the participation of non-bureaucratic insti- 
tutions in government as an indication of 
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movement away from the bureaucrati: 
polity system; specifically, the ability o 
businessmen to form useful association: 
and affect government policy. 

His numerous case studies and survey; 
show that, during the 1980-88 Prem period 
organised business associations becamı 
significant players in the conduct of gov 
ernment, thus suggesting the Riggs mode 
is no longer valid. 

Neither writer ventures beyond th: 
Prem regime. But at first glance the Au 
gust 1988 election of Chatichai Choon 
havan, the first civilian prime ministe 
since 1975, would seem to bear out the con 
clusions of both academics. In Likhit': 
view, Chatichai filled his cabinet witl 
elected MPs and gave short shrift to the 
bureaucracy and the military, the long-time 
enemies of many MPs. 

Following Anek's approach, this coulc 
also be called progress: not only were th: 
people's voices heard, but the cabinet wa: 
filled with businessmen, who initi 
ated popular policies and project: 
overlooked by the unholy alliance o 
the military and the technocrats. 

In last-minute epilogues, botl 
writers offer thoughtful comment 
on the 1991 coup. Thailand, write: 
Апек, “has indeed entered a phas 
beyond that of bureaucratic polity 
yet... we cannot rule that this wil 
inevitably or at least shortly lead t 
a viable democratic rule." 

Similarly, Likhit says, "There i: 
no denying that the halfway democ 
racy which had been functioning fo 
more than ten years ... was abruptly 
disrupted by the 23 February [1991 
coup. There is no guarantee that i 
will only be à minor interrup 
tion." 

Presciently, he adds, “After thi 
promulgation of the constitution t 
be followed Бу a general electio: 
[the March 1992 polls], the systen 
may be met with turbulence as ii 
the case of the Thanom Kittikachorn gov 
ernment in the late sixties. Many fea 
that a similar situation may take place turn 
ing the country into a military regime ona 
again." 

However, Likhit was also prematureh 
optimistic. “Such a scenario . . . is no 
plausible. The world has changed a grea 
deal since Thanom's time. Most im 
portantly, Thai society has become so com 
plex because of socio-economic change: 
that it would be impossible for a one-mat 
show." 

Unfortunately, it took six more month: 
and the blood of hundreds of Thais t 
convince coup leader Gen. Ѕисһіпа‹ 
Kraprayoon and his generals of that. 

m Paul Handle 
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Раш Handley is а Review correspondent ii 
Bangkok. 
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BOOKS 


Guided Smiles 


Thais Mean Business: The Foreign 
Businessman's Guide to Doing Business in 
Thailand by Robert Cooper. Times Editions, 
Singapore. 5817.50. 

Culture Shock! Thailand by Robert and 
Nathapa Cooper. Times Editions, Singapore. 
$$17.50. 


One of the spin-offs of the globalisation 
of culture is that people are more cultur- 
ally “sensitive.” However it is a strange 
dialectical dance. The world’s peoples 
share more material and 
ideational aspects of cul- 
ture while strenuously as- 
serting their cultural integ- 
rity. 

But the good thing 
about this sea change in 
human experience, which 
has occurred over the past 
few decades, is that the 
creed of anthropologists 
— “thou shalt respect 








other cultures” — is 
widely held, if only rarely 
practised. 


This is most apparent in 
tourist literature. But the 
literature spawned by and 
appealing to those other 
makers of the world in their own image, 
modern businessmen, recognises that 
profit is also subject to the demands 
(“laws”) of culture. 

Cultural sensitivity in the tourist and 
business world has spawned a rash of 
books containing ludicrous cultural fanta- 
sies that would have you believe, for ex- 
ample, that Hongkong businessmen are 
Confucian scholars beneath their Saville 
Row suits; or that Thai Buddhists are the 
most non-violent*people in the world, 
something that makes the history of Thai 
politics and society unintelligible. 

The books under review by Robert 
Cooper and his wife Nathapa are among 
the best available in the culturally sensitive 
genre. Cooper, an anthropologist, is aware 
that our use of the term culture is a neces- 
sary evil, a generalisation that lures the 
unwary into thinking that cultural values 
are fixed and unchanged since time imme- 
morial. 

Culture is Cooper's business, and these 
books exaggerate the cultural separateness 
or idiosyncrasies of the Thai while 
underplaying the degree to which culture 
is manipulated among Thais themselves 
and certainly between Thais and foreign- 
ers. 

But as Cooper recognises, you have to 
start somewhere, and these books try hard 
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not to take themselves too seriously. The 
subjects in Thais Mean Business, for 
example, are organised alphabetically, be- 
ginning with “Assassination.” Cooper 
writes: 

"The practice of assassination is univer- 
sally ignored by guides to sharpening busi- 
ness skills and modern management 
theory. It is however alive and thriving in 
many parts of the world, including Thai- 
land, and stands as evidence of the impor- 
tance and fragility of trust in business and 
the reality that not every problem can be 
solved by face to face bargaining over the 
table." 

Cooper reassures expat businessmen 
that assassination is not their main prob- 
lem. Insensitivity to Thai ways is. It can 
cost in bad morale, ineffi- 
ciency, staff turnover and, 
ultimately, profits. Cul- 
tural awareness, he argues, 
is profitable. 

Culture Shock! Thailand 
provides a simple, but not 
simplistic, introduction to 
most of the fundamental 
features of Thai culture — 
religion, social values, the 
life cycle — and advice on 
how to cope with cultural 
disorientation and how to 
set up house in Bangkok. 

Even though there are 
unwarranted references to 
wonderful Thai smiles, 
both books are generally 
free of the usual cliches about the "Land of 
Smiles." п Grant Evans 





Grant Evans teaches anthropology at the Uni- 
versity of Hongkong. 





Thais Rising 


Thailand's Turn: Profile of a New Dragon 
by Elliott Kulick and Dick Wilson. St. 
Martin's Press, New York. US$35. 


Its forests are disappearing at the rate 
of 1.5% a year. A quarter of the popula- 
tion are dispossessed peasants, unskilled 
urban workers and slum dwellers. By the 
end of this decade, it is estimated that the 
Chao Phraya River will have no oxygen 
left and aquatic life will cease. A cabinet 
minister estimates that by the year 2000 
there will be 20 million people who are 
HIV positive and 2 million with full blown 
Aids. Factories and vehicles spew enough 
pollutants to make a walk in the street Ше- 
threatening, and lead has been found in 
the umbilical cords of newborn babies. 
The top 20% of the population earns 55% 
of the national income while the bottom 
20% earns 5%, and the gap is widening. 
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There are three times as many prostitutes 
as monks, crime is soaring and Buddhist 
morality is losing influence among the 
young. 

In light of these (and other) costs, was 
the economic boom of the 1970s and 1980s 
worthwhile for Thailand? Elliott Kulick 
and Dick Wilson answer with a resound- 
ing "Yes!" "When the tide does turn 
[against unregulated environmental pollu- 
tion], hopefully during the 1990s, it will be 
a decisive turn made from firsthand expo- 
sure to life's realities with no one else to 
blame. That is the advantage of having 
hung on to national independence." 

They may be right. Thailand has never 
been colonised and, "Time may show that 
the antibodies that European rule pro- 
duced in colonised Asia were antipathetic 
even to such fundamentally desirable as- 
pects of European public life as capital- 
ism." 

Thailand is no longer a vulnerable state 
on the front lines of communist expansion 
propped up by American aid. It is becom- 
ing a regional power able to influence its 
neighbours without patronage from the 
West. The authors conclude that Thailand 
is the best-equipped state in Southeast Asia 
to deal with difficult situations that may 
arise. 

This conclusion parallels the thesis of 
some economists who see Thailand as a 
better model of economic development 
than East Asian authoritarian state 
bureaucracies with less organised gov- 
ernment structures. One disappointment 
with the book is that it only begins to de- 
tail economic change well into the second 
half. 

Although forced to add an epilogue on 
the May 1992 confrontation between the 
military and civilians, the authors stand by 
their assertion that Thailand is moving to- 
wards democracy. Businessmen, students, 
monks and civil servants are described as 
minor players with potential. 

At times the book is a little too sanuk 
(Thai: easygoing): Chinese assimilation is a 
"triumph of sociocultural adaptation" and 
past difficulties are glossed over; other mi- 
norities such as Muslims and hill tribes are 
hardly mentioned; the widening cultural 
and economic chasm between Bangkok 
and the rest of Thailand is shrugged off. 

But it is also the best available 200-page 
introduction to modern Thailand, based 
upon the authors' many years of acquaint- 
ance with the country: Kulick is an interna- 
tional lawyer and Wilson an author and 
former editor of the REVIEW. In preparing 
the book, they conducted over 100 inter- 
views ranging from rice farmers to the king 
that make fascinating reading. 

m Alain Dessaint 


Alain Dessaint is an Asian specialist for the 
Business Council on International Understand- 
ing in Washington, D.C. 
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Looking Into the Future 


ant a good example of the long- 
W term approach that Japanese 

companies take to product re- 
search and development? Try the story of 
Tatsuo Niwa, a manager at Nikon Corp.’s 
research laboratory. 

Since Niwa joined Nikon in 1976, he has 
toiled in an obscure back alley of technol- 
ogy known as electro-chromic devices. It 
often appeared that the alley would turn 
out to be a cul-de-sac, but he never gave 
up. Moreover, Nikon kept the funds com- 
ing. 
The pay-off is an innovative product: 
electric spectacles that change to dark from 
light and back again at the touch of a but- 
ton. Nikon plans to begin marketing the 
new glasses in Japan in April. 

To appreciate the significance of this 
product, it helps if you wear spectacles 
with photochromatic lenses. Thanks to a 
light-sensitive coating, these lenses also 
change colour. The trouble 
is, they do so slowly. Com- 
ing indoors on a winter 
day, they can take up to 
an hour to turn clear. 

Nikon's smart glasses 
are based on an electrical- 
ly activated, reversible 
chemical reaction. It takes 
less than 10 seconds for 
their lenses to turn dark 
blue from clear, regardless 
of temperature. Returning 
to clear again takes just 
four seconds. 

The process is driven 
by two 1.5 volt batteries of 
the type used in digital 
thermometers and hearing aids. The bat- 
teries are hidden next to the hinges of the 
glasses beneath switches. The right-hand 
switch makes the lenses turn dark, while 
the left-hand one makes them clear. Niwa 
says a set of batteries is good for 300 
changes. 

The glass lenses are coated with thin 
films of indium tin oxide to provide posi- 
tive and negative electrodes. The electro- 
magnetic material, tungsten oxide, is sand- 
wiched between the electrodes. It is depos- 
ited in a vacuum layer just two millimetres 
thick through a process called sputtering. 
Nikon is working on a range of other 
chemicals, in order to achieve different col- 
ours, notably brown and grey. 

Electro-chromic devices surfaced more 
than 20 years ago, and the original patent 
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By Bob Johnstone 





on the technology belongs to American 
Cyanamid, a chemical company. One early 
idea was that these devices might be use- 
ful as information displays, but in this ap- 
plication, they were soon supplanted by 
liquid crystals that can be switched about 
10,000 times faster. 

Electro-chromic technology does have 
an edge on liquid crystals in some respects. 
The layers of electro-chromic material can 
be deposited on curved surfaces, and their 
optical properties such as transparency and 
reflectance are superior. This makes the 
material a good candidate for use as glare- 
reducing rear-view mirrors on vehicles. In 
this application, the slow switching speed 
is an advantage rather than a drawback. 
The last thing a driver wants when he 
glances in a mirror is to have it suddenly 





Nikon looks for a hit with smart glasses. 


change colour. 

Nikon became interested in electro- 
chromic devices as a possible replacement 
for mechanical shutters in cameras. When 
this proved impractical on the grounds of 
speed, the company spent 10 years, from 
1977-87, developing the technology in con- 
junction with a car-component maker for 
use in rear-view mirrors. 

Although the rear-view mirrors work 
well, they are too expensive for commer- 
cial use by cost-sensitive auto makers. 
Looking for an application where cost is 
less of an issue, Nikon turned to sun- 
glasses, for which well-heeled Japanese 
customers are prepared to shell out 
Ұ20,000-30,000 (US$170-260) for a designer 
brand. 

Nikon has been in the spectacle busi- 
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ness, a natural outgrowth of its lens-grind- 
ing capability, since 1946. The company 
introduced photochromatic lenses in 1969, 
and six years later, it started making 
frames, too. Frame-making know-how is 
crucial for electro-chromic glasses, in which 
the frame is effectively part of the electric 
circuit. 

In 1992, the overall Japanese market for 
glasses was worth Y500 billion. Lenses 
alone accounted for Y210 billion, with three 
companies — Nikon, Hoya and Seiko 
Epson — having a combined share of 50%. 

With consumers increasingly switching 
to spectacles with plastic lenses, which ac- 
count for about 70% of all lenses sold in 
Japan, Nikon has lost valuable market 
share to Seiko Epson. Interestingly, Seiko 
Epson was able to enter the spectacle mar- 
ket because of technology it had developed 
to produce plastic watch glass. Equally 
important, as glasses and watches are 
often sold in the same 
shops, Seiko Epson had a 
ready-made infrastructure 
of outlets through which 
to market its products. 

But the smart glasses 
will do little to recover 
Nikon's market share. At 
a retail price of Ұ48,000, 
the glasses are probably 
too expensive for most 
consumers, especially as 
they are only available in 
three styles — and for 
men. 

Perhaps a more serious 
drawback is that the smart 
glasses are available only 
with non-prescription lenses, which can be 
mass-produced, and not with prescription 
ones, which must be made to order. Still, 
the sales target for this year is 10,000 pairs 
— a lot in the eyeglass business where a 
frame style that sells 2,000 units is a big hit. 

In the short term, Niwa's task is to come 
up with new tints for the smart glasses and 
to lower the temperature of the process 
used to deposit electro-chromic materials 
so that it can be applied to plastic lenses. 
Longer term, he must find new applica- 
tions for electro-chromic technology. Smart 
windows for houses are one possibility, 
though persuading a chemical reaction to 
take place in a large area both reliably and 
repeatedly is not a trivial matter. But if you 
have 17 years to come up with a solution, 
who knows? a 
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Voters fearful of Hewson's economic package helped Keating to victory in the election. 
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Hands Across the Ocean 


The surprise re-election of Paul Keating sets the scene for new 
links to the region. The hard part will be his pledge to make 
Australia ‘a sophisticated trading country in Asia.’ 


By David Jenkins in Sydney 


The economy was the is- 
| sue which swept Austral- 
ian Prime Minister Paul 
Keating back to power on 
13 March in his Labor 
Party’s fifth consecutive 
victory — not because his 
policies, or his record, ap- 
pealed to the voters but because his oppo- 
nent's looked even worse. 

Having won, however, Keating, knows 
only too well that he cannot begin to solve 
problems in his economic backyard with- 
out taking a wider view of the problems 
his country faces. For Australia, and for 
Keating, the dominant issue of the next few 
years could be how to turn the country’s 
position on the edge of Asia from a geo- 
graphical embarrassment into a force for 
much needed national renewal. 
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For most of the period since the end of 
World War II, Australian leaders have 
tended to look at Asia in Cold War terms, 
though some, like Liberal premier Harold 
Holt in the late 1960s, favoured involve- 
ment in Southeast Asia against the back- 
ground of partnership with the US. The 
boom in the East Asian economies has 
changed all that. Politicians of all colours 
now realise that Australia’s “enmeshing” 
with its near north is the trend of history, 
but some have been quicker than others to 
grasp this point and Keating, by any stand- 
ards, was a late starter. 

When Keating became prime minister 


Working Class Hero – p.18 
Winning the Nation — p.20 
Foster the Links — p.22 
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of Australia 15 months ago, he had no cre- 
dentials as a visionary and little apparent 
interest in any role that his country might 
have to play in the Asia-Pacific region. 

Keating had not visited Indonesia once 
during his eight years as treasurer. He had 
shown precious little interest in Japan, Aus- 
tralia's largest trading partner and the eco- 
nomic dynamo of the Asia-Pacific region. 
He had visited Tokyo only three times dur- 
ing those eight years and then only after 
considerable pressure from the Japanese, 
who were complaining openly about his 
indifference. 

It had been Keating's predecessor as 
prime minister, Bob Hawke, who had spo- 
ken so often about Australia enmeshing it- 
self in Asia and who had launched the Asia 
Pacific Economic Cooperation forum 
(Apec). It had been Foreign Minister 
Gareth Evans who had worked tirelessly 
to improve relations with Indonesia and 
who had laid the basis for a comprehen- 
sive peace settlement in Cambodia. 

But Keating was a quick study. As 
prime minister, it did not take him long to 
see the importance of Asia. A principal 
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theme espoused by the new-look Keating 
was that Asia was a region that was boom- 
ing, the streets paved with gold. Austral- 
ian companies, he suggested, were 
uniquely placed to prise up as many bricks 
of gold as they liked. 

A subsidiary theme was old fashioned 
nationalism and political opportunism. It 
suited Keating, a republican of Irish Catho- 
lic descent, to be able to link the push to- 
wards Asia with his claim that the opposi- 
tion Liberal-National party coalition was 
somehow living in the past, still doffing its 
cap to London, however improbable that 
might have sounded. This in turn led 
Keating to say that Asia was where Aus- 
tralians would establish their identity. 

“On the one hand, he came to office as 
a blank cheque,” notes a senior official in 
Canberra, “and on the other, he didn’t have 
any baggage. He hasn't got a personal in- 
terest or commitment in South Africa or 
the Middle East, which enables him to have 
a very clear and sharp and unambiguous 
focus on the Asian region. As prime minis- 
ter, he must of course have a global per- 
spective. But he also has the opportunity to 
maintain that sharp initial focus, to be se- 
lective in his interests." 

There is every indication that the prime 
minister will do just that. Indeed, Keating 
went out of his way immediately after the 
election to underscore the importance of 
ties with Asia. "We will see ourselves as a 
sophisticated trading country in Asia and 
we've got to do it in a way where every- 
body's got a part it in," he promised. 

If Keating was a last minute convert to 
Asia, that only brought him into step with 
others in the Labor government. During 
the 1980s, Labor worked assiduously to 
find a place for Australia in the Asian eco- 
nomic and political community. Those ef- 
forts, which built on the foundations laid 
by earlier governments, both Liberal and 
Labor, have been rewarded with a good 
deal of success, not least in Southeast Asia. 

Ten years ago, when Labor defeated the 
Liberal-National coalition at the start of its 
run of victories, the country's relations with 
Indonesia were marked by uncertainty 
which could well have degenerated into 
outright hostility. As Labor took over, Ja- 
karta was wondering whether the incom- 
ing Hawke government would adhere to 
the party's traditional stance of condemn- 
ing Indonesia's incorporation of East 
Timor, or strike out on a different course, 
as Hawke had promised. 

Today, after visits to Jakarta by both 
Hawke and Keating, there is a world of 
difference in the relationship, despite some 
tensions during the mid-1980s. Some Indo- 
nesians, who have been impressed by the 
depth of experience and talent on the Labor 
front bench, sounded distinctly nostalgic 
on the eve of the election. They had ex- 
pected Labor to lose and were starting to 
regret what seemed the inevitable eclipse 
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of leaders with whom they had forged 
many close ties. 

Elsewhere in Asean it is much the same 
story. Ten years ago, most Asean countries 
were deeply suspicious of Australian 
policy on Indochina, arguing that the for- 
ward-looking Cambodia policies of then 
foreign minister Bill Hayden were out of 
step with the region. Since then, the same 
countries have been prepared to see Aus- 
tralia make the running on Cambodia, with 
a series of key diplomatic initiatives pav- 
ing the way for the Paris agreement which 
brought a formal end to the Cambodian 
civil war in the autumn of 1991. 

Cooperation over Cambodia, one offi- 
cial says, “has been extraordinarily impor- 
tant in terms of the confidence [Asean gov- 
ernments] have in the Australian Govern- 
ment." But there have been times when a 
different world view and the predomi- 
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Keating makes friends in Singapore. 


nantly Western slant of the Australian me- 
dia has strained relations with Asean. 

Evans, whose personal diplomacy was 
the key to the success of Australia's Cam- 
bodia policy, had to explicitly disassociate 
the federal government from media cover- 
age of the region in 1991 after a TV series, 
"Embassy," featuring an Australian em- 
bassy in an imaginary Southeast Asian 
country caused something approaching 
fury in the top levels of the Malaysian Gov- 
ernment. 

Remarkably enough, frictions over me- 
dia coverage with Malaysia and periodic 
tensions with Indonesia over the status of 
East Timor have done little to affect the 
substance of relations with either country 
in sensitive areas such as defence. Australia 
holds about four exercises a year with the 
Indonesian navy and separate exercises 
with each of the other members of Asean, 
making it the only nation to have military 
exercises with all six Asean states. In the 10 
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years to 1990, the number of regional exer- 
cises involving Australia has increased 
from about four a year to 24 a year. 

Australia's relations with Japan have 
carried fewer emotional overtones than its 
dealings with Southeast Asia, but more 
global ones. It was a partnership between 
Tokyo and Canberra, in which the latter 
did most of the talking while the former 
contributed money and organisation, that 
helped to launch Apec in the face of some 
apathy elsewhere in the region. One of the 
guiding aims of Apec, to keep the US en- 
gaged in the Asia-Pacific region both stra- 
tegically and in trade and investment, hap- 
pened to be a common interest of Japan 
and Australia. 

In Asia, the Labor government may be 
best known for its diplomatic initiatives, 
which, under Evans, have come thick and 
fast. But economics may hold back the 
country's attempt to graft itself onto the 
emerging East Asian community. 

Exports to Southeast Asia more thar 
quadrupled over the 10 years to 1991 from 
US$1.5 billion to US$6.6 billion, while ex- 
ports to Northeast Asia jumped over the 
same period from US$7 billion to US$24 
billion. But these seemingly impressive бр: 
ures mask declining market shares in mos! 
of the booming Asian economies, and Пір? 
levels of protection for some of Australia's 
basic manufacturing industries. 

Australia remains a high tariff, low 
growth exception in a region where the key 
to development has been low cost manu- 
facturing industries and a labour force 
ready to adapt to fast changing technolo- 
gies. In 1991 more than 80% of Australia’s 
exports to Northeast Asia consisted of pri- 
mary products and so-called simple manu 
factured goods such as aluminium ingots 
While there is no doubt about the competi- 
tive edge Australia enjoys in these sectors 
residual import restraints in markets suck 
as Taiwan and South Korea have pre 
vented Australia taking full advantage o 
its strengths. 

The bright side of the trade equatior 
with Asia is that things are at least headec 
in the right direction. Although industria 
protection is still high, Labor is committec 
to cutting most tariffs on manufacturec 
goods imported from Asia to between 10% 
and 20% by the end of the century. If thi 
Liberal-National coalition had been electec 
the target would have been zero. 

The other ray of hope comes from th: 
fact that Australian manufactured good: 
are starting to make inroads in at leas 
some markets, albeit from a low base. Fin 
ished products were the fastest growing 
component of Australian exports to Soutl 
Korea, Japan and Taiwan in 1992, reflect 
ing what trade officials in Canberra see a 
successful specialisation in a limited rang) 
of “enhanced manufactured goods” in 
cluding processed foods, sophisticate 
chemicals and automobile components. 
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The man passes. 
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The challenge facing Keating is to build 
on these successes, not just at the rate of 
the last three years, but fast enough to 
make an impression on an economy stuck 
with a seemingly entrenched 11% rate of 
unemployment. It is here that Keating's 
more gradualist approach to economic re- 
form could prove less effective than the 
drastic blueprint for restructuring the 
economy that John Hewson, leader of the 
Liberal-National coalition, failed to sell to 
the electorate. 

Hewson, who has indicated that he in- 
tends to “fight on,” is a man whose interest 
in Asia goes back a good deal further than 
Keating's. In the early 
1980s, he spent a short 
time at the Institute of 
Southeast Asian Studies 
in Singapore, where he 
wrote a well-regarded 
paper on Singapore as a 
regional and interna- 
tional capital market. As 
a professor of economics 
at the University of New 
South Wales, Hewson 
led a number of tours to 
Japan, during which 
Australian businessmen 
had an opportunity to 
meet Japanese corporate 
managers. 

If elected, Hewson 
would almost certainly 
have moved faster than Labor on macro- 
economic reform, including labour market 
reform and the privatisation of utilities. He 
had promised to accelerate the process of 
tariff liberalisation. His goods and services 
tax might have helped at the margins, but 
his claim that the abolition of payroll tax 
and the introduction of lower petrol prices 
would have boosted exports was question- 
able. 

The other striking thing about coalition 
policy under Hewson was the emphasis 
given to bilateralism. There is a perception 
in coalition circles that Labor has been too 
busy being a good international citizen, 
that it has not done enough to push Aus- 


Asian links. 











Evans worked hard to improve 


tralia’s interests. The coalition said it 
would move away from a unilateral ap- 
proach, promising, amongst other things, 
that it would conclude liberal trade ar- 
rangements with Australia's major trading 
partners. 

An area of domestic policy where a 
clear contrast between Keating and 
Hewson could have major international 
implications is manpower planning. As 
Australia pushes ahead with its plans to 
remove remaining trade barriers, especially 
in labour-intensive industries, it will wipe 
out many unskilled jobs. That will require 
a greater emphasis on re-educating the 
work force. It may also 
impact on the nation's 
immigration policy, 
which continues to draw 
in many unskilled work- 
ers. 

With unemployment 
high, the coalition was 
planning to lower the 
immigration intake, a 
policy which might have 
been misunderstood in 
Asia. Labor, which has 
already made significant 
cuts, does not have that 
problem, though it may 
need to increase the ratio 
of skilled immigrants at 
the expense of refugees 
and family members. 

Despite the increasingly obvious impact 
of Asian immigration, Australia remains a 
largely white and Western nation living on 
the rim of Asia, with values often at odds 
with those found in Asian countries. At 
times this has led to friction. But there are 
signs that Australians are learning more 
about their neighbourhood, while the 
neighbours are beginning to show greater 
awareness of Australia as a distinctive but 
possibly valuable player in the region. Like 
the well known Japanese inventory control 
technique — called the Just in Time deliv- 
ery system — that Australia is now seek- 
ing to emulate, the breakthrough has prob- 
ably come only just in time. п 
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WHY THE HILTONS 
STAY AT RENAISSANCE. 


"As business travellers for thirty years, 
we've found Renaissance Hotels to rank 
among the best. The service and the 
facilities stand out. Also, the employees 
are very pleasant and the atmosphere is 
very relaxing. Renaissance will certainly 
be our future hotel of choice on trips." 

Bruce and Carmen Hilton from North Carolina, after a stay 


at the Vancouver Renaissance Hotel 


AUSTRALIA 


Working Class 
Hero 


Boiler maker's son makes 
it to the top 





By Jacqueline Rees in Canberra. 





Whether you like him oi 
not (and there are many 
who do not), two thing: 
| are certain about Pau 
Keating. First, he does по! 
have a typical prime min: 
ister's resume. Second, nc 
matter what peculia: 
paths he takes in life, he usually ends ur 
on his feet. 

A quick glance at Keating's curriculum 
vitae supports both assertions. Despite г 
humble upbringing the Australian leadei 
has scrapped his way to the top of his 
country’s political hierarchy — and, at leas 
for the moment, managed to stay there. 

Born іп 1944, it was not always clea) 
Keating would arrive at that destination 
The son of a Sydney boilermaker who dic 
not put much emphasis on education, ht 
quit school at 15. After a short stint as г 
labourer, he went to work as a clerk for the 
Sydney County Council. In 1965, after sb 
years, he quit that too. 

That may have been one of his smartes 
moves. Why? His next project remains ont 
of his best known — Australia’s futurt 
prime minister formed a rock band. Th: 
press and photo opportunities have servec 
him well ever since. 

But if Keating's first love was music, hi: 
true obsession was politics. Shortly afte 
dropping out of school, he joined his loca 
Labor Party. That might have been ex 
pected. Having hailed from a famil 
strongly committed to the organisation, hi 
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had been handing out Labor How-To-Vote 
cards at polling booths from age 12. 

In 1968, Keating joined the Municipal 
Employees Union where he served as re- 
search officer. One year later, then just 25, 
he won a safe Labor seat in Blaxland, a 
federal district that includes his family’s 
house in Bankstown. 

As a member of the opposition, Keating 
took on the shadow portfolios of Minerals 
and Energy and then Treasury. It proved 
to be time well spent. He used the post to 
develop relationships both with mining 
leaders and the business community. 

When Labor leader Bob Hawke wrested 
government from the Liberal’s Malcolm 
Fraser in 1983, Keating became treasurer. 
He quickly deregulated Australia’s finan- 
cial system and sought to open its markets 
to the world. His efforts were rewarded in 
1984 when Euromoney magazine named 
him finance minister of the year. 

But as the recession began to grip Aus- 
tralia in 1986, his popularity began to 
plummet. A series of controversial quips 
— including an announcement that Aus- 
tralia was becoming “a banana republic” 
— did little to ease that slide. 

Many politicians would not 
have survived the gaffes or the 
decline. But Keating's strong re- 
lationship with then prime min- 
ister Hawke saved him. 

Today, Hawke probably 
wishes he had not. Keating, it 
seems, was after his post. And 
following the 1987 election, he 
decided the time was right to get 
it. The next year, Keating ex- 
tracted a secret promise from 
Hawke to hand over the leader- 
ship after the 1990 federal poll. 

But after the 1990 election, 
Hawke refused to step down. 
Impatient and angry, Keating 
soon began an open run for 
prime minister. He resigned his 
Treasury portfolio in mid 1991 
and initiated a party challenge 
against Hawke. He failed. 

Still, Keating somehow landed on his 
feet. Six months later, he challenged again. 
This time Hawke was history. 

Keating's intra-party victory, however, 
did not represent an increase in his stand- 
ing with the voters. He took over as one of 
Australia’s most unpopular leaders. 

Entering this election, the prime minis- 
ter again found himself standing on the 
political equivalent of a window-ledge 
wondering if perhaps this time he might 
not land on his feet. Early polls indicated 
such thoughts were well founded. 

But those who have tracked Keating’s 
career were not so quick to count him out. 
After all, they know that time and again, 
the boy from Bankstown has demonstrated 
that down under he usually lands right 
side up. " 
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AUSTRALIA 


Winning the Nation 


Tax issue propels Keating back to power 


By Jacqueline Rees in Canberra 





Labor Party leader Paul 
| Keating's extraordinary 
| victory in the federal elec- 
| tions did not reflect his 
| own popularity among 
the voters, but rather the 
electorate's overwhelm- 
ing rejection of opposition 
leader John Hewson's taxation plans and 
reform proposals. 

With brilliant tactical skill, Keating 
turned the election campaign from a judg- 
ment on his decade-long, much criticised 
economic performance into a national ref- 
erendum on Hewson's planned 15% 
Goods and Services Tax (GST). 

Australia's fundamental problems of 
foreign debt, unemployment and the 













Hewson's reform proposals were overwhelmingly rejected. 


budget deficit were buried under the GST 
controversy, which both Hewson and 
Keating had at various times dismissed as 
a minor issue. However, Hewson — a po- 
litical novice — failed to counter Keating's 
use of the GST to belabour and eventually 
rout the opposition at the polls. 

Indeed, Australia's best-known poll- 
watcher Malcolm Mackerrass quipped on 
election night that “Fightback,” Hewson's 
blueprint for government, was the longest 
suicide note in political history. 

At the federal level, the Labor Party 
ended the election with at least a 12-seat 
majority in the 147-seat House of Repre- 
sentatives, its fifth successive victory since 
1983. This majority, together with the re- 
cent ascendancy of several unpopular Lib- 
eral-National coalition state governments 
that allowed Keating to portray the con- 
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servatives as narrowly based, could ensure 
the Coalition stays out of national govern 
ment for the rest of the decade. 

The magnitude of Hewson’s loss is ever 
greater given what initially would appea: 
to have been a series of in-built advantage: 
for the opposition challenger. His failure tc 
appeal to the nearly 1 million voters now 
out of work, and with more due to join the 
jobless rolls according to official statistic: 
released two days before the election, wa: 
particularly striking. 

Furthermore, all leading business anc 
industrial groups had supported anc 
openly campaigned for a change of gov 
ernment. Industry leaders also backec 
Hewson's plans to radically reform Aus 
tralia's industrial relations and labour mar 
ket system. Hewson also enjoyed the ben: 
efits of a decade of financial scandal: 
among Labor governments ir 
Victoria, South Australia anc 
Western Australia. Neverthe 
less, on polling day Keating’: 
party recorded a 4.5% swing i1 
Victoria and suffered only 1.5% 
and 0.8% swings against it i1 
South and Western Australia 
respectively. 

In Victoria, Hewson failed t 
distance himself from the nev 
Liberal leader Jeff Kennett, wh« 
introduced tough industrial re 
lations legislation as soon as hi 
won office from the disgracec 
Labor Party last October. 

The Victorian result wa 
typical of voter behaviour in al 
states with a coalition govern 
ment, another ominous sign fo 
Australian conservative politic: 
It also revealed the depths of disarray i: 
the federal Liberal Party machine, whic 
appeared incapable of controlling its mem 
ber groups in the interests of other section 
of the party. 

The Liberal’s junior coalition partne! 
the rural-based National Party whose con 
stituency has been devastated by the reces 
sion, also lost support — as did the eve: 
smaller Australian Democratic Party 
Formed in the late 1970s by disaffected Lik 
eral Don Chipp to act as a balance betwee: 
both major parties — or more familiar] 
^to keep the bastards honest" — the Demc 
crats saw their share of the vote slip fror 
11.3% to 3.6% in the latest election. 

Hewson also suffered some bad luc 
during the short campaign, not least th 
resignation of Canada's Prime Ministe 
Brian Mulroney partly because of th 
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unpopularity of the Canadian GST. Keating 
exploited such windfalls superbly. 

Despite his highly professional team of 
campaign organisers and strategists, 
Hewson at no stage projected an image of 
caring for anything other than his eco- 
nomic blueprint. He also left himself open 
to attack from such powerful groups as ele- 
ments of the Roman Catholic Church, who 
— particularly in Western Australia — 
took a remarkably partisan line in attack- 
ing Hewson's policies. 

Keating, whose own "One Nation" eco- 
nomic policy had already failed, threw 
enough crumbs to fend off well organised 
special interest groups while concentrating 
his energies on destroying the GST and rais- 
ing the spectre that Hewson's industrial 
relations reforms would leave workers un- 
protected from managements. 

Keating now has a virtually free rein to 
put his own stamp on Australia. Without a 
strong opposition to serve as a check and 
balance on the new government, Keating's 
main problem will be to ensure that his 
own ideology — derived from a combina- 
tion of economic pragmatism and tradi- 
tional Labor Party, working class, pro-un- 
ion republicanism — does not blind his 
judgment. 

In addition, many of Keating's closest 
advisers have acquired some embarrassing 
liabilities during their political careers. His 
factional heavyweight, Sen. Graham 
Richardson, had to resign from the Trans- 
port and Communications Ministry last 
year after his association with an immigra- 
tion racket in the Marshall Islands was dis- 
closed. 

The prime minister's other close New 
South Wales’ “fixer,” Laurie Brereton, was 
forced to resign from a previous New 
South Wales state government's Public 
Works Ministry because of his enthusiasm 
for certain development projects. Federal 
Treasurer John Dawkins has left a trail of 
confusion through everything, ranging 
from education programmes for Chinese 
students to loans for the previous Victo- 
rian Labor government, he touched. 

Nonetheless, Richardson, Brereton and 
Dawkins will probably take leading roles 
in the government — as will the powerful 
Australian Council of Trade Unions chief 
Bill Kelty, whose organisation heavily 
funded Keating’s election campaign. 

Keating's recently discovered interest in 
Asia will almost certainly be given a high 
priority, particularly if Sen. Gareth Evans 
— one of Australia’s most successful for- 
eign ministers — retains the Foreign Af- 
fairs portfolio. 

When Keating became prime minister 
in December 1991, it was said of him that 
he saw Asia as “a stop-over on the way to 
Paris.” However, he soon grasped the need 
for Australia to turn towards the Asia, and 
he can be expected to strive for improved 
trade and cultural ties with the region. m 








AUSTRALIA 


Foster the Links 


Trade and immigration bring Asia nearer 





Jacqueline Rees in Canberra with Review 
Correspondents in Tokyo, Seoul, Taipei, 
Bangkok and Kuala Lumpur 


Prime Minister Paul Keat- 
ing’s victory speech on 
election night left no one 
in doubt where Austral- 
ia's future lay — with its 
Asian neighbours. In a 
sense, he was merely re- 
emphasising a recent and 
rapid trend: Australia’s economic and peo- 
ple-to-people linkages with Asia have been 
burgeoning in recent years and the Labor 
government's challenge will be in sustain- 
ing the momentum. 

Partly to meet this challenge, Foreign 
Minister Gareth Evans has launched a 
package of new measures to fill the coun- 





INH AXOIH 


Australia’s 
External Trade 





South Asia 


Total Asia | 34.50 | 22.08 
Total world 55.51 


Source: Australian Government 


try’s information gap on Asian economies. 
Prominent among the measures is the set- 
ting up of the Asia Economic Centre which 
will provide analysis of Asian economies 
and businesses. The package also include 
plans for an annual high-powered confer- 
ence on Asian economic and trade outlook, 
visits by Asian business leaders and the 
transfer of Australian expertise in environ- 
mental technology. 

Another popular initiative will be the 
formation of an Australian alumni network 
to keep in touch with the many Asian busi- 
ness and political leaders who have stud- 
ied in Australian universities. A principal 
aim of all these measures in bolstering 
profitable links with Asia is also to project 
a more confident image of Australia. As 
Evans said: “When Australia thinks of 
Asia, it should be as the country that in- 
vented the orbital engine, the bionic car, 
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the teletronic pacemaker, the black box 
flight recorder — not just a supplier о! 
commodities and beach resorts.” 

While it may take a longtime to trans- 
form the country’s traditional image into a 
major source of hi-tech, Australia has not 
done badly out of its conventional exports 
of raw materials to Asia. In fact, the inte- 
gration of the Australian economy with the 
Asia-Pacific region in the past decade or 5с 
has been rapid and remarkable; with about 
two-third’s of Australia’s total external 
trade being with the region. 

Last year, 60% of Australia’s global ex- 
ports went to East Asia — with Southeast 
Asia taking 13.5% of the total and North- 
east Asia taking 47%. In value terms, this 
amounted to A$28 billion (US$19.8 billion) 
Officials in Canberra expect the tally to rise 
to A$40 billion by 1994. 

Eight of Australia’s top export markets 
are now in Asia and Asian markets are іп: 
creasingly replacing the earlier traditiona 
markets of the West. Before the end of thi: 
decade, South Korea's appetite for Austral. 
ian natural resources is expected to help i! 
overtake the US as the country's second 
largest export market. Japan, with an ever 
heavier reliance on the Australian resource 
sector takes in 30% of Australia's globa 
exports and supplies 29% of its imports. 

While the heavyweights are in North 
east Asia, Australian exports to Southeas 
Asia have surged in the last five years 
growing at an annual rate of 25%. 

Although Australia's cumulative invest 
ment in East Asia remains modest at A: 
10.6 billion, it has long been a magnet fo: 
incoming investment from Northeast Asia 
Australia was the third-largest recipient o 
Japanese direct investment in the 1991 fis 
cal year with a total of US$2.55 billion. 

The strongest tie of all between Aus 
{тайа апа Asia is people. Since the lat 
1980s, 50% of immigrants have been fron 
the region — a figure which rises to 60% i 
refugees are included. The inflow from th 
region, which will mean that 20 % of Aus 
tralia’s population will be “pure” Asian by 
2020, has long ago put paid to th 
shibboleth of a White Australia. But it i 
still not certain to what extent Australi 
will be able to take advantage of the talent 
and energies of newcomers from Asia. 

While Australian-Asians tend to do we 
as entrepreneurs 33% of the migrants wh 
arrived in Australia in 1989-90 still cannc 
find work. The achievements and problem 
of migrants symbolise the uncertainties sti 
surrounding Australia's relationship wit 
its Asian neighbours. | 
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TAIWAN 


Hazardous Business 


China offers site for Taiwan nuclear waste 





By George Wehrfritz in Taipei 
T here was more to the meeting than 


met the eye. Taiwan's nuclear ex- 

perts recently went to Peking to at- 
tend a symposium billed as an ice-breaker 
for atom-splitters from both sides of the 
Taiwan Straits. But according to officials in 
Taipei, the veneer of unfamiliarity masked 
more than a year of talks during which the 
two sides have come close to agreeing on a 
plan to co-develop in China a massive 
dumpsite for Taiwan's stockpile of radio- 
active waste. 

"We face a problem concerning perma- 
nent storage and China too needs a site for 
low-level waste," a Taiwanese official told 
the REVIEW. "As long as it's not politicised 
I believe such a deal is quite possible." The 
trouble, though, is that the deal is very 
likely to be politicised. Taiwan's opposi- 
tion Democratic Progressive Party, which 
is officially committed to independence, 
says the deal would have to be considered 
as an international transaction like the re- 





cent shipment of plutonium from France 
to Japan. 

The plan under discussion calls for the 
establishment of a private, joint-venture 
corporation to build and manage a long- 
term disposal facility in China with Tai- 
wan money. Western consultants would 
provide technology with much of the esti- 
mated US$1 billion construction cost being 
funded by international banks. The dump 
would be large enough for Taipei's exist- 
ing radioactive stockpile plus all the low- 
level waste produced by both countries for 
the next four decades. 

What remains undecided is the location. 
Modification of existing dumping facilities 
in Xinjiang in China's far west would be 
relatively fast and cheap. But Taiwan fears 
that over time the Xinjiang option would 
prove inefficient. 

An alternative option under study is an 
island in the South China Sea, but feasibil- 
ity studies suggest this would involve 
higher development costs. Another worry 
is the probability of grass-roots opposition 


from local residents. 

Whatever the location, sources say, the 
Taiwan Government appears to have little 
choice but to go ahead with the project. 
Some 157,000 containers of waste accumu- 
lated since the 1970s either remain at one 
of three nuclear power plants, or are stored 
temporarily on Orchid Island, home of Tai- 
wan's Yami aborigines. 

In return for helping Taiwan, China 
would get assistance in nuclear technology, 
including off-site support for its new 
power stations at Daya Bay and Taishan 
and joint research with Taiwan on storage 
techniques for highly radioactive spent fuel 
and reprocessed waste. 

Even so, there are serious obstacles to 
cooperation. "China may be pushing joint 
storage in the hope that it will speed up 
reunification,” warned one sceptical Tai- 
wan Power official. Another issue is Tai- 
pei's ban on direct shipping links with 
China. Unless the ban is relaxed, waste 
bound for China would have to be shipped 
via a third country. 

Mindful of these problems, Taiwan has 
been slow to come clean with its waste dis- 
posal agenda, choosing instead to promote 
ambiguity. As Atomic Energy Council 
Chairman Hsu Yih-tun, said: ^Cross-strait 
nuclear cooperation should be done but 
not talked about. Like a duck, calm on the 
surface but moving underneath." E 
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INDIA 


Tentacles of Terror 


Bombay shaken by bombs, but business is undeterred 





By Hamish McDonald in Bombay 


he morning after a powerful car- 

| bomb ripped through the new trad- 

ing wing of the Bombay Stock Ex- 

change, about 200 investors had queued up 

at the State Bank of India office across the 
road to subscribe for new share issues. 

Inside the shattered lobby, brokers and 
exchange officials rigged up emergency tel- 
ephone lines to replace the demolished 
switchboard, and engineers worked in the 
liftwells to restore access to offices in the 
27-storey tower above. After a weekend of 
work following the 12 March explosion, 
they reopened the exchange on 15 March, 
using a smaller trading ring abandoned 
only last November. "The investment pub- 
lic must not feel this market will close 
down for an indefinite period," said bro- 
ker Bhagirat Merchant. 

If, as Prime Minister P. V. Narasimha 
Rao observed on a grim inspection tour, 
the 12 March bombings were an attack 
aimed at India's “economic nerve-centre" 
in order to destroy business confidence, 
they seemed unlikely to succeed. The Bom- 
bay Stock Exchange opened for an hour of 
trading on Monday 15 March. Determined 
buying by government investment houses 
sent the market index up by 2% from the 
pre-bombing level. Like its investors, the 
city showed an extraordinary resilience. 
Activity returned quickly to normal though 
police and army units remained on alert 
against any resumption of the anti-Muslim 
riots that killed some 600 people over De- 
cember and January. 

The first bomb went off in the lower 
parking floors of the stock exchange at 
lunchtime. Exchange officials suspect it 
was planted in a car stolen from a broker 
10 days earlier, as only cars with exchange 
parking stickers were allowed in. The blast 
collapsed a thick reinforced concrete floor 
and shot shards of glass and debris at waist 
level across crowded Dalal Street. Over the 
next two hours, six more car-bombs went 
off at crowded spots including the Air-In- 
dia building and an income-tax office. Suit- 
case-bombs blasted three hotels near Bom- 
bay airport. Total casualties were about 270 
dead and 1,200 injured. 

The identity of the bombers, or their 
purpose, was not immediately obvious. 
“АП options are open," admitted Bombay 
police commissioner A. S. Samra, after two 
days of intensive activity involving all of 
India's intelligence agencies. But two dis- 
coveries had possible leads to foreign in- 
volvement, and India accepted a US offer 
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of an expert team to help with forensic 
work. 

A car, found with grenades and AK56 
assault rifles in its boot, belonged to a Mus- 
lim businessman of Iranian origin whose 
restaurants and hotels were damaged in 
the January riots. The businessmen and 
family members left their home, some for 
Dubai, around the day of the bombings. 
Over 14-15 March, police found two mo- 
tor-scooters packed with RDX and PETN, 
powerful plastic explosives not commer- 
cially available in India. And descriptions 
by hotel staff pointed to two known Bom- 
bay criminals being among the people who 
checked into the rooms where bombs went 
off. The two fired on arresting police later 





on 15 March and escaped. 

Bombay seethes with many vicious dis- 
putes, including struggles for turf by un- 
derworld gangs and thuggish political fac- 
tions as well as deep ethnic and religious 
hatred. The ruling Congress party in 
Maharashtra state has just played out a bit- 
ter internal battle through the recent riots, 
which led to former defence minister 
Sharad Pawar returning as state chief min- 
ister only a week before the bombings. 

But there is little precedent for such gen- 
eralised terror in Bombay's own feuds. 
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Most analysts said the detailed planning 
and skilled use of explosives involved 
would also rule out separatist movements 
from other parts of India. Sikh and 
Kashmiri militants have carried out bomb- 
ings in recent years, but on a small scale in 
New Delhi where they can mingle with 
migrant communities from their home 
states. 

Home Minister S. B. Chavan’s first re 
port to parliament a few hours after the 
explosions talked of an “international con: 
spiracy.” The leader of the Hindu-nation 
alist Bharatiya Janata Party (BJP), L. К 
Advani, took this line further, saying the 
“needle of suspicion" pointed to Pakistan’: 
Inter-Services Intelligence agency. But nc 
evidence was advanced to link Pakistar 
with the bombings. 

Advani clearly had an interest in head: 
ing off another line of speculation tha 
Hindu extremists backing the ВЈР migh 
have been involved. However the mos 
likely suspect in this theory — the Shir 
Sena, a militant Hindu party based in Bom 
bay and aligned with the ВЈР — 
also appeared more of a targe 
than a possible perpetrator. 4 
car-bomb went off in a petro 
station across the road from it: 
headquarters. 

Another theory pointed t 
the Liberation Tigers of Tami 
Eelam (LTTE), the guerilla move 
ment fighting for a Tamil home 
land in northern Sri Lanka. Thi 
Tigers, accused by Indian polic 
of the suicide-bomb assassina 
tion of former Indian prim: 
minister Rajiv Gandhi in 1991 
are renowned for their use o 
massive remote-controlled ex 
plosions. Perhaps alone out o 
the Subcontinent's rebel organi 
sations, they had the capabilit 
to mount such a string of bomb 
ings. 

The motive advanced is гє 
venge for the Indian navy's ir 
terception on 16 January of a 
LTTE supply ship, the 280-tonn 
Ahad, some 440 nautical mile 
off the southeast coast of Indi 
on the way from Singapore c 
Malaysia to Sri Lanka’s Jaffn 
peninsula. On board were nin 
Tamil Tigers, including the LTTE’s seconc 
ranking leader, Sadasivam Krishnakuma: 
or Kittu, who killed themselves and scu: 
tled the ship. The Ahad's 10 regular crew 
men were picked up from the sea. 

Although the Indian navy and coas 
guard have been blockading the Palk Stra 
between India and Sri Lanka since Gar 
dhi's murder, the LTTE singled out this i1 
terception on the high seas as particular] 
unfair. An LTTE statement of 19 Januar 
called it an "act of piracy" and said tho: 
responsible would be punished. 
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| By Susumu Awanohara in Washington. 


_US agencies vie for control 
| of Radio Free Asia 





or months people have been asking 
US President Bill Clinton what he 


plans to do about China. Usually, 
that question revolves around human 
rights and Peking's Most Favoured Nation 
(MEN) trade status. But for an increasing 
number of politicians, it has come to mean 
something else — which US agency is best 
able to provide “home,” or domestic, news 
to China's 12 billion people. The debate 
has started a bitter turf war, unusual even 

| by Washington's standards. 

On one side of the divide are those who 
advocate creating a Radio Free Asia that 
will beam mainly domestic news to listen- 
ers living under the region's more repres- 

| sive regimes. Ostensibly independent, the 
station would be overseen by the Board of 
International Broadcasting (BIB), which, in 
turn, is funded by Congress. 
| вів already oversees Radio Free Europe 
| and Radio Liberty which transmit to East- 
ern Europe and the former Soviet Union 
respectively. Formed during the Cold War 
specifically to attack communism, both sta- 
| tions were originally funded by the CIA. 
| Opposing the establishment of Radio 
Free Asia is the US Information Agency 
(USIA) which argues that its Voice of 
| America (VOA) service is capable of pro- 
viding better home news to Asian listen- 
| ers. Traditionally, VOA has concentrated on 
news about the US and the world. Al- 
though it also claims to be independent, 
| VOA's critics say that the government- 
funded radio service receives policy guid- 
| ance from the State Department. 
Whichever agency eventually wins the 
right to broadcast into China, officials in 
Peking will not be happy. They particu- 
| larly object to the idea of Radio Free Asia. 
| "The name bothers them," explains one US 
official, adding that "Radio Free Europe 
| takes much of the credit for the overthrow 
of Eastern European communist regimes." 
An intrusive and strident anti-Peking 
broadcast, he continues, would confirm 
Chinese officials’ worst fears. 
| But even enhanced domestic coverage 
by VOA is unwelcome by the Chinese. An- 
| other US official recalls how Peking 
| jammed voA's coverage of both China's 
| democracy movement and the upheaval in 
Eastern Europe and the Soviet Union in 
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1989 and 1990. 

AS proof that voa is better suited than 
BIB to inform Asians about their own socie- 
ties, officials from the radio station point to 
China Focus, a 30-minute programme 
aired both in the morning and evening 
prime time hours. Initiated last September 
and delivered in Mandarin, China Focus 
consists entirely of China-related news and 
analysis. Topics addressed include the con- 
dition of detained dissidents, the state of 
pro-democracy movements, reports on hu- 
man rights and illegal emigration. 

VOA Officials further cite the popularity 
of China Focus on the mainland and in 
Chinese. communities throughout Asia. 
They point to the large number of letters 
and faxes they have received asking for 
transcripts of the programme. In one case, 
a listener wrote that "those programmes 
which deal with the internal power strug- 
gles of the politburo, and the issue of the 

‘princelings’— or children of powerful of- 
ficials — are particularly useful because the 
news reported by the Chinese Government 
is selective.” 2 

The controversy over who should con- 
trol the airwaves into China was reignited 
last month when Clinton announced his 
deficit-cutting budget request for the next 
fiscal year. Although he supported the idea 
of Radio Free Asia and proposed allocat- 
ing 5630 million for the oe he sug- 











gested that USIA and VOA — not BIB — 
should administer the service. 

Worse still for BIB, the US president pro- 
posed phasing out Radio Free Europe and 
Radio Liberty over three vears for a sav- 
ings of USS600 million. On 10 March Sec- 
retary of State Warren Christopher further 
clouded the picture when he suggested the 
setting up of a Radio Free Asia that falls 
"under the umbrella of usta,” but outside 
"the bounds of vOA." 

Not surprisingly, Radio Free Asia ad- 
vocates are up in arms. John Hughes, a 
nationally syndicated columnist who last 
year headed an advisory commission that 
came out in support of the new station 
under BIB guidance, says Clinton's pro- 
posal “is a very bad decision by mid-level 
budget officials who have not studied in- 
ternational broadcasting.” 

BIB chairman Malcolm Forbes is not 
happy either. He argues that the European 
services are still needed because though 
“communism has lost, democracy has not 
(yet) won." He further maintains that Ra- 
dio Free Asia should be established under 
the BIB because the "UsiA can't insulate 
voa” when voa comes under political 
pressure. Forbes also notes that VOA does 
not have the sophisticated monitoring, re- 
search and archival facilities that have but- 
tressed Radio Free Europe and Radio Lib- 
bid and which Radio Free Asia will need. 


voa officials, on the other hand, wel- | 
comed Clinton's proposal. Says Robert. 
Knopes, chief of the East Asia and Pacific. 
Division at the service: “We are entirel 
capable of providing news about China t 
China (and) news about Asia to Asia." 
As evidence, he points to a detailed plan 
for strengthening voa coverage that the 
station presented to the Hughes commis- 
sion last April. The US$37 million proposal 
calls for increasing broadcasts of domestic: 
news to listeners in China, North Korea; 
Vietnam, Laos, Cambodia and Burma. | 
Now, says one VOA official, "Unless: 
Radio Free Asia is going to say things like: 
‘Death to Li Peng,’ there isn't anything аё. 
it can do that we're not doing already.” 
But Radio Free Asia may not yet be. 
dead. Sen. Joseph Biden is planning to re- 
introduce legislation calling for the estab- · 
lishment of the station under BIB. A similar 
bill passed the Foreign Relations Commit-. 
tee last year, but did not reach the full 
chamber in time for a vote. Biden also ob- 
jects to the termination of в1в'ѕ European 
services. К, 
As the debate over China's МЕМ status | 
heats up in the coming weeks, so will the 
argument over Radio Free Asia. One view, . 
gaining prominence, is that support for the | 
station may provide the administration | 
with a cover to take a pragmatic position 
on the Weiphtier issue of trade status. Жш 
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CAMBODIA 


Martial Races 


UN search for Vietnamese forces fuels ‘ethnic cleansing’ 





By Nate Thayer in Phnom Penh 


W hen Kim Tay, a 35-year-old mo- 
torcycle taxi driver from a small 
village 40 kilometres from Phnom 
Penh, was recently identified by UN inves- 
tigators as a “foreign force” the reverbera- 
tions were felt in the UN's New York head- 
quarters, Hanoi and in Khmer Rouge jun- 
gle bases. 

Kim, who has a Cambodian wife and 
four children, has lived in his village since 
retiring from a job as translator for the Viet- 
namese occupation army in 1984. He says 
he was born in Cambodia and that his fam- 
ily later moved to a part of Vietnam with a 
large Cambodian population. He came 
back in 1981 with the Vietnamese army. 

After a UN Transitional 
Authority in Cambodia 
(Untac) investigation of 
more than a year, Kim was 
among several ethnic Viet- 
namese who served with 
Hanoi's occupying army 
who were defined as for- 
eign forces and liable for 
expulsion. But their cases 
are seen as weak evidence 
of a Vietnamese plot. As in 
the aftermath of wars 
everywhere, those in- 
volved had married local 
women and stayed behind 
— some serving with Cam- 
bodian army units — after 
the withdrawal of Viet- 
nam's main force in 1989. 

"| have a right to live in 
Cambodia," Kim said qui- 
etly in accentless Khmer, while denying he 
was attached to any military force. He also 
said that since Untac publicly accused him 
of being a remnant of the Vietnamese 
army, death threats against him have been 
posted in his village. 

The case was the subject of a recent UN 
Security Council resolution that expressed 
"strong concern at recent reports by Untac 
of a small number of foreign military per- 
sonnel serving with the armed forces of the 
soc [State of Cambodia] in violation of the 
Paris agreements . . . and emphasising the 
importance of the immediate removal of 
all foreign forces, advisers and military per- 
sonnel from Cambodia." 

It highlights the politically volatile issue 
of Vietnamese settlers in Cambodia, which 
has been fuelled by widespread racism that 
has led to a growing number of massacres 
of ethnic Vietnamese civilians. Many be- 
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lieve more widespread "ethnic cleansing" 
by the traditionally xenophobic Khmer 
population is a real possibility, as the po- 
litical parties fan the flames of racial hatred 
ahead of May's elections and the power 
struggles that will follow them. 

A few days after Untac announced that 
Kim and the others fitted the category of 
Vietnamese occupiers, a group of sus- 
pected Khmer Rouge guerillas arrived by 
boat at a fishing village near the Angkor 
Wat temples. The raiders then systemati- 
cally shot at groups of ethnic Vietnamese 
watching videos or preparing for bed. They 
killed 34 people immediately and 
wounded another 29 — at least eight child- 
ren and 14 women were among the dead. 

This was the fifth massacre of Vietnam- 











Ethnic Vietnamese offload coffins of massacre victims. 


ese civilians living in Cambodia in recent 
months. While proving the identity of the 
attackers is difficult, Untac investigators 
say that several of the killings were carried 
out by the Khmer Rouge. 

Under the terms of the 1991 Paris peace 
accord, the UN was required to investigate 
the presence and verify the withdrawal of 
all Vietnamese soldiers in Cambodia. Ha- 
noi vehemently contends all its forces were 
withdrawn in 1989, but Cambodians and 
their leaders make little distinction be- 
tween Vietnamese soldiers and civilians. 

The Khmer Rouge and indeed a 
broad spectrum of Cambodia's political 
parties — say that Kim and hundreds of 
thousands like him are part of a Vietnam- 
ese Government plot to overwhelm the 
country if Cambodians relax their guard. 
The Khmer Rouge contend there are more 
than 2 million Vietnamese civilians in Cam- 
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bodia "under the control of the Vietnam- 
ese Communist Party," and that more than 
1 million of them have been given Cambo- 
dian identity cards by the Vietnamese-in- 
stalled soc government. 

The Khmer Rouge have refused to co- 
operate with the peace process because of 
the alleged continued presence of Vietnam- 
ese military in Cambodia, which they also 
say invalidates the elections. Further, the 
guerilla group openly accused Untac of 
“collusion with the Vietnamese aggres- 
sors" and "rubber stamping the Vietnam- 
ese occupation" by not expelling all Viet- 
namese from the country, a message with 
wide appeal among Cambodians. 

Some independent estimates put the 
number of Vietnamese residents in Cam- 
bodia as high as 500,000, most of whom 
arrived to seek work after the Vietnamese 
army overthrew the Khmer Rouge in 1979. 
The Khmer Rouge allege that 40,000 Viet- 
namese soldiers stayed behind to covertly 
control and fight with the Phnom Penh 
army, but have failed to provide any evi- 
dence of these charges to UN personnel 
responsible for investigating the politically 
sensitive claims. The UN says their investi- 
gations have identified only Kim and the 
other seven men. 

While the Khmer Rouge get much of 
the blame for pandering to the xenophobia 
that runs deep in Khmer society, they do 
not have a monopoly on hatred. No Cam- 
bodian political party or figure has con- 
demned the attacks on ethnic Vietnamese. 
Indeed, most of them regularly use anti- 
Vietnamese rhetoric in their electoral 
propaganda. Parties such as Funcinpec — 
the royalist faction whose platform focuses 
on human rights and rule of law — re- 
fused to condemn the latest murders, tell- 
ing the REVIEW: "This is a very sensitive 
issue. We will have to remain silent on this. 
We will not condemn or approve it." 

However, Vietnam’s sluggish economy, 
new job opportunities created by the ar- 
rival of 20,000 UN peacekeepers last year 
and virtually no enforced immigration 
checks have led thousands of Vietnamese 
to flock to Cambodia in search of a better 
life — an influx that has further fanned 
resentment among the Khmer population. 

For its part, Hanoi has refused to accept 
the return of ethnic Vietnamese civilians, 
who it considers to have become Cambo- 
dian citizens. The Vietnamese Government 
has also accused the UN of contributing to 
an atmosphere of racial intolerance. In a 
statement released on 12 March, the Viet- 
namese Embassy in Phnom Penh accused 
the UN of inciting Khmers "to massacre 
Vietnamese residents in Cambodia." 

The statement said the recent killing: 
“happened only 10 days after Untac an 
nounced and demanded the expulsion o! 
the so-called 'three foreign forces, and 
right after the UN Security Council had in 
directly encouraged ethnic violence." и 
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Environmental protection and cost- Higher temperatures for greater Clean combustion and flue gas 
effectiveness have a common de- efficiency containing fewer pollutants 
nominator — the efficiency of ener- We have developed a new type ої Nitrogen oxide emissions can be 
gy conversion. The less fuel used реа shield lining for inlet casings reduced even further by using 
per kilowatt hour of electricity gen- << that gas turbine efficiency can state-of-the-art fossil fuel combus- 
erated, the smaller the amount Of pe increased even further by par- — tion processes in addition to other 
carbon dioxide and other pollutant = ticularly high inlet temperatures. efficiency-enhancement techniques. 
emissions. Our unfired combined- The attainable inlet temperature of With our burners the combustion of 
cycle (GUD®) power plants make around 1300 °C increases the effi- oil and gas, and also gas from coal, 
this possible. They utilize the Com- сіепсу potential of our GUD plants produces such low pollutant emis- 
bustion heat twice, firstinagas от today’s 52.5% to over 55%. sions that gas turbine plants equip- 
turbine and then in a downstream ped with these burners do not re- 
steam turbine. quire any additional exhaust gas 
cleaning equipment — even with the 
most stringent of pollution control 
requirements. 











Clean energy 
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mand while conserving resources. 
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America's Dumping Scandal 


steel producers and makers of computer 

chips are any indication, Asians are right 
to be worried about President Bill Clinton's 
plans to get tough with foreign trading 
partners. Americans too should be wor- 
ried. For what this will mean in practice is 
simply more protectionism for selected 
producers and higher prices for the Ameri- 
can consumer. 

Dumping occurs when a company 
charges a lower price for a product in an 
export market than in its home market, or 
when it sells for less than its cost of pro- 
duction plus a large profit. Even if one ac- 
cepts the dubious proposition that this is 
unfair and ought to be corrected, the prob- 
lem is that it leaves to government the task 
of coming up with a "fair" price. The inevi- 
table results of these attempts to substitute 
bureaucratic pricing for market discipline 
are ever more arbitrary decisions. Indeed, 
the US Commerce Department, which ad- 
ministers this price analysis, routinely goes 
to extremes to convict foreign firms. 

Commerce, for example, convicted 
Mazda of dumping minivans — based on 
comparing the price of new minivans sold 
in Japan with the price of used minivans 
sold in the US. Commerce penalised two 
South Korean sweater makers in 1990 be- 
cause their US selling price was not inflated 
to account for charitable donations they 
made in South Korea. Commerce convicted 
a Hongkong sweater maker of unfair trade 
because it made only a 296 profit on its 
exports to the US, where the law says that 
foreigners are cheating unless they earn an 
8% profit — even though most US com- 
panies earn less than 8% profits. Commerce 
convicted a Taiwan firm of dumping be- 
cause the company's factory had burnt 
down and it could not answer all the ques- 
tions in a 100-page document Commerce 
had sent it. Commerce penalised New Zea- 
land farmers because small New Zealand 
kiwi fruits sold for a lower price in the US 
than larger New Zealand kiwi fruits sold 
in Japan. Commerce routinely convicts 97% 
of the foreign companies it investigates on 
dumping charges. 

The point is that the law is pernicious 
even when dumping is proven. In 1989, for 
example, the Commerce Department im- 
posed dumping duties on anti-friction 
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bearings and ball bearings from Japan, 
South Korea and other countries. The main 
US company asking for relief from foreign 
competition, the Torrington Co., was re- 
nowned for its poor service and unreliable 
bearings. At an official hearing on the case, 
a parade of representatives from American 
manufacturers begged the US Government 
not to cut off their supply of high-quality 
foreign bearings. 

Jacki Doxey, a bearings buyer for Stowe 
Manufacturing, complained that the com- 
pany was forced “to build Torrington's 
notorious unreliability into our production 
schedules." Michael Dykstra, a bearings 
buyer for Caterpillar, was equally scathing. 
"We've repeatedly slipped our production 
schedule to work around Torrington's 
string of broken promises . .. We have cus- 
tomers with Caterpillar equipment shut 





Commerce penalised 
two Korean sweater 
makers who did not 
inflate prices to 
account for charitable 
donations 





down in the field, waiting for replacement 
bearings from Torrington." Still, the US 
Government disregarded the needs of 
these manufacturers, and their customers, 
and imposed tariffs of up to 170%. 

In 1991, the Commerce Department im- 
posed a 63% dumping duty on a Japanese 
company accused of dumping computer 
flat-panel screens. Flat-panels are a key 
component of laptop and notebook com- 
puters, and there are no viable US manu- 
facturers. The dumping duty added up to 
US$1,100 to the cost of producing laptop 
computers, the effect of which was to make 
US-made laptop computers uncompetitive 
with foreign-made laptops. After the 
dumping penalty was imposed, Toshiba 
announced plans to move its US compu- 
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ter-making operations to Japan; Dolch 
Computer is moving its operations from 
California to Germany while Apple and 
Compaq have moved computer assembly 
facilities to Scotland and Ireland. An ІВМ 
spokesman described the dumping penalty 
as "an eviction notice from the US Govern- 
ment to the fastest-growing part of the US 
computer industry." 

The same goes for the preliminary 
dumping tariffs on foreign steel producers 
announced in January. Washington simply 
cannot drive up the price of steel without 
decreasing the competitiveness of Ameri- 
can heavy manufacturing, which relies on 
steel to build the cars, bulldozers and other 
equipment it sells. Indeed, one study esti- 
mated that the steel import quotas imposed 
by the US Government from 1984-92 de- 
stroyed three jobs in steel-using industries 
for each job saved in steel-producing com- 
panies. 

Although dumping laws are popular 
with politicians and trade lawyers, few 
economists believe that dumping per se is 
actually harmful. The basic premise — that 
it is a crime for a company to sell the same 
product for two different prices in two dif- 
ferent markets 24,000 kilometres apart — 
is an economic absurdity. Price differen- 
tials usually prove nothing except that 
prices are different. If a businessman sold 
ice cream to Eskimos and to people on a 
tropical island, and the people on the tropi- 
cal island willingly paid more, does thal 
mean the businessman is unfairly dump 
ing the ice cream on the Eskimos because 
he is selling to them at a lower price? Are 
the Eskimos harmed by the price differen- 
tial between the Arctic and the tropics? 

Every dumping duty is an attempt tc 
create an artificial scarcity, to deter foreigr 
companies from exporting and to decrease 
the supply of goods on the domestic 
market to protect competitors, not foster 
competition. Thus, every control that the 
dumping law imposes on a foreign 
seller is also a control over a domestic 
buyer, who are — like Caterpillar, Compac 
et al — frequently producers themselves 
depending on the lowest possible prices foi 
material to compete. When the US Com 
merce Department talks about unfaii 
prices, the great unasked question is: un: 
fair to whom? и 
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6 |f Taiwan 
wants the rest 
of the world 
to take it 
seriously, it 
should take 
its own 
constitution 

seriously e 


President Lee Teng-hui. 
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Taiwan Needs to Determine 
Role of President and Premier 


over the last five years are nothing short of 

breathtaking. In that time, the entire political 
landscape has changed and democratic institutions 
are now taking root in a land that had been under 
martial law for the previous 38 years. 

Despite the tremendous progress of recent years, 
or perhaps because of it, the flaws of Taiwan's sys- 
tem of government are now more obvious than 
ever. A major overhaul is needed, which should 
include an examination of the country's peculiar 
five-branch system of administration, the existence 
of both a central and a provincial government ad- 
ministering a nation with a single province and the 
powers of the president vis-a-vis those of the pre- 
mier. 

This necessarily involves extensive revisions of 
the constitution, which was promulgated in 1947. 
Autocratic rule, first under Generalissimo Chiang 
Kai-shek and later that of his son, Chiang Ching- 
kuo, obscured constitutional defects. In fact, major 
sections of the constitution were "temporarily sus- 
pended" for most of the last four decades. 

One area crying out for clearer definition is the 
relative authority of the president and the premier. 
Some academics, such as Prof. Hu Fu of National 
Taiwan University, say the drafters of the constitu- 
tion intended the presidency to be largely a ceremo- 
nial office, with power concentrated in the hands of 
the premier and his cabinet. However, under Chi- 
ang Kai-shek, there was no question where power 
lay: it lay with the presidency, with the premier 
merely implementing the president's policies. 

This changed radically in 1975, when Chiang Kai- 
shek died and was succeeded as president by the 
mild-mannered and soft-spoken C. K. Yen. At the 
time, Chiang Ching-kuo was premier. Overnight, 
power shifted from the presidency to the premier- 
ship. Yen became a ceremonial head of state, while 
the younger Chiang wielded real 
power. 

Then, in 1978, when Yen retired, 
Chiang assumed the presidency. With 
that shift, the system of government 
changed too, and the presidency again 
became the centre of power, with the 
premier doing the president's bidding. 

The tug of war between president 
and premier came to the fore again re- 
cently when President Lee Teng-hui, 
who assumed the office in 1988, wanted 
to dismiss Premier Hau Pei-tsun. The 
constitution does not give the president 
such authority but Lee, aided by the 
opposition Democratic Progressive 
Party (ррр), brought so much pressure 
to bear that Hau was forced to resign. 

The problem, of course, is that the 
constitution itself is quite vague. It con- 
fers seemingly wide powers on the 


T he changes that have taken place in Taiwan 


АЗУ/НЗА мупно-ОУ1 


FAR EASTERN ECONOMIC REVIEW 


president: he is the supreme commander of the 
armed forces, he promulgates laws, declares wars, 
concludes treaties and makes peace. But those pow- 
ers also nominally reside in the presidency in coun- 
tries where the head of state is largely a figurehead, 
the symbol of the nation. 

The premier, according to the constitution, pre- 
sides over the Executive Yuan, "the highest admin- 
istrative organ of the state." He, it appears, is meant 
to run the government. As for the relationship be- 
tween the two, the constitution says the premier 
"shall be nominated and, with the consent of the 
Legislative Yuan, appointed by the President." 

Because the legislature was re-elected last De- 
cember, it was suggested that the premier should 
offer his resignation since he did not have the “соп- 
sent" of the new legislature. Although such a move 
had never been deemed necessary before, it was 
argued that never before in Taiwan's history had 
the entire legislature been returned in one election, 
since in the past much of the legislature consisted of 
men and women elected on the China mainland in 
the 1940s and allowed to hold on to their seats for 
over four decades without facing new elections. 

Hau sought to give his departure some meaning 
by setting a precedent under which future premiers, 
too, will resign every three years, following the elec- 
tion of a new legislature. But this was denied him by 
Lee who blithely declared that Hau had resigned for 
“personal relations" and the act had no systemic 
implications. 


he ruling Kuomintang has little desire to 
clarify the constitutional picture. Any attempt 


to do so would be seen as an implied criti- 
cism of Lee, who is also the party chief. The opposi- 
tion DPP is so pleased to see a Taiwanese as premier 
for the first time that it, too, is not likely to press for 
clarification of the constitutional position. 

Yet, if Taiwan wants the rest of the world to take 
it seriously, it should start by taking its own consti- 
tution seriously, and that means removing serious 
ambiguities such as now exist on the relative roles 
of president and premier. 

While a constitutional amendment to define the 
roles of president and premier is unlikely, an 
amendment to have the president directly elected 
by the people of Taiwan stands a better chance. The 
National Assembly, the body vested with authority 
to amend the constitution, will discuss such an 
amendment in 1994. Up to now, the National As- 
sembly has elected the president every six years. 

Such a change would be extremely sensitive po- 
litically, since it would mean that the president of a 
country that still calls itself the Republic of China, 
with theoretical jurisdiction over all of mainland 
China, would be elected by the people of only one 
province. The National Assembly, in addition to Tai- 
wan representatives, includes "at large" delegates 
who are meant to represent mainland China. п 
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TRAVELLER'S TALES 


was last in Phnom Penh, whose tree- 

lined streets, wide boulevards and 
grand architecture are reminiscent of sepia 
photos in books about colonialism. The city 
remains a respite from the madness of 
| modernisation that has overwhelmed 
| other Asian cities. But the price of nostal- 
gia is a different madness — the time warp 
of the Khmer Rouge's "Year Zero." 

In February 1980 the boulevards were 
silent. Bicycles noiselessly carried Khmer 
through the streets while jeeps and black 
Russian-made Lada cars scurried here and 
there ferrying officials, journalists and oth- 
ers from point to point in the capital, now 
liberated from the Khmer Rouge. Pol Pot's 
Phnom Penh from 1975-79 had been even 
more deserted. Now, thousands of motor- 
cycles and cars jostle one another and 
| every day a new restaurant or small busi- 
ness opens. Yet a feeling of transience still 
hangs in the air. 

In 1993, extraordinarily, the spectre of a 
Khmer Rouge return to power haunts the 
land. By comparison, the prospect of a 
Khmer Rouge comeback seemed much 
more remote in 1980. How can that be? 

There are obvious reasons for this. The 
Khmer Rouge have simply refused to 
abide by the 1991 Paris peace agreement, 
have refused the UN Transitional Author- 
ity in Cambodia (Untac) the right to moni- 
tor in their territory, and have refused to 
allow other Cambodian political parties to 
set up offices to campaign for the elections 
scheduled for May. Consequently, the UN 
forces and virtual parallel administration 
in Phnom Penh focus their attention on the 
current government, which has largely 
complied with the Paris agreement. Such 
singular scrutiny has tended to place 
blame for the country's problems on the 
Hun Sen government. But the de-legitimis- 
ing of the Hun Sen administration is also 
more subtle. 

Standing in line with other travellers at 
the airport in Siem Riep, being shepherded 
through slightly cumbersome procedures 
by courteous Khmer police, we were sud- 
denly pushed aside by a group of French 
queue-jumpers led by a burly UN French 
paratrooper who brushed away the Khmer 
policemen and ushered the French tourists 
into the waiting lounge. 

Tourists, even during their short stay, 
pick up the scent of where power lies. A 
group of Italians who failed to reconfirm 
their return flight from Siem Riep to 
Phnom Penh rioted when told they could 
not board the plane. They stormed past 
the Khmer police, into the waiting room, 
out onto the tarmac and stampeded to- 
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wards the plane. Someone inside locked 
the door before they reached the top of the 
steps, where they stood howling with rage. 
Khmer airline officials asked them to come 
down and board another plane but they 
refused to budge until a UN policeman ar- 
rived. In the National Museum signs tell 
tourists not to take photos without paying 
a fee, but they stomp around taking them 
anyway and bellow at any hapless Khmer 
who tries to stop them. 

The UN presence has deluged Cambo- 
dia with dollars, leading to a boom in real 
estate, restaurants, bars, prostitution and 
corruption. Businessmen from Thailand, 
Singapore and elsewhere have descended 
on the country like locusts in the atmos- 
phere of frontier, tax-free capitalism. A few 





Khmer Rouge atrocities are being played down. 


dollars trickle down to the Khmer. But 
Phnom Penh today fuels the puritanical 
and xenophobic propaganda of the Khmer 
Rouge, and this appeals to those who are 
excluded from the financial killing fields. 

An Australian aid worker assisting in 
the rehabilitation of the national library ap- 
proached the UNDP for assistance to send a 
single librarian to Australia for training. 
The UN could not do it because it would 
appear to be favouring the Hun Sen gov- 
ernment. So while the UNDP searches for 
what must be one of Cambodia's more ex- 
otic creatures — a Khmer Rouge librarian 
— its funds remain frozen. 

But there is something more ominous 
about the UN presence. A UN-sponsored 
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seminar on human rights last November 
refused to consider the murderousness of 
the Khmer Rouge. The current Japanese 
head of mission, Yasushi Akashi, has not 
visited Tuol Sleng, the infamous interroga- 
tion centre of Pol Pot's savage regime. To 
visit would have been deemed a partisan 
act. The UN does not speak about it. There 
has even been talk of dismantling it. 

So Tuol Sleng is becoming de-politi- 
cised. Today, tourists troop through the 
cells and gaze at the walls of photos, hun- 
dreds of photos of victims, some staring 
blankly, some with total incomprehension, 
some with fear, some cradling their child- 
ren or holding their hands, along with pho- 
tos taken by their executioners of bodies 
that had suffered brutal deaths. And tour- 
ists, being tourists, re-photograph 
the photographs. One could almost 
be excused for believing that the 
people who commanded this tor- 
ture and murder no longer exist — 
like Hitler and Stalin. But every one 
of the leaders responsible for this 
terror is still alive, and the de-politi- 
cising of Tuol Sleng is part of the 
re-legitimising of these very same 
people. 

The feeling of cultural disinte- 
gration that pervades the country is 
epitomised by its statues, missing 
heads or arms of Buddhas, and by 
glass cases in the National Museum 
that show the foot of a Buddha 
here, a hand there, a head, all dis- 
placed in time and space. In the 
market, if one pauses a moment, 
people missing arms and legs 
swarm around you to beg. 

Driving north of Phnom Penh to 
the old capital of Udong, we passed 
through the remnants of a previous 
great Hindu kingdom, the Cham, 
whose people are now converts to 
Islam. The sight evoked a wild, al- 
most paranoid, thought — the conversion 
of all Cambodia to Islam under a righteous 
and militant ruler who would fend off 
Thais, Vietnamese and all other foreigners 
who threatened Khmer identity and na- 
tionalism. This is a far cry from the prevail- 
ing fantasy, that of Cambodia returning to 
the peace and tranquillity of yesteryear (af- 
ter elections, of course) under the benign 
patronage of Prince Norodom Sihanouk, 
whose deliberately youthful visage stares 
from billboards around the capital. But it 
may not be any more fantastic. " 
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Grant Evans is co-author of Red Brotherhooc 
at War: Vietnam, Cambodia and Laos since 
1975. 
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Although faaiti t fins a growing Aids problem, the топка of condom-use has spared loud protests. 


AIDS 


Malaysia’s Quandary 


Efforts to halt spread of disease are opposed by religious groups 


By Alison Nadel in Kuala Lumpur 


alaysia, the world’s largest pro- 
М ducer of condoms, is ironically one 
of the lowest per capita consumers 
of the prophylactic. Despite a significant 
Aids problem, the government is not pro- 
moting the use of condoms because of 
strong opposition from religious groups. 
Government figures show 5,140 HIV car- 
riers and 72 cases of full-blown Aids, a situ- 
ation not considered serious, but many 
who work for non-governmental organisa- 
tions (NGOs) believe these figures to be an 
underestimate. Some put the current fig- 
ure of HIV carriers as high as 50,000. 
“Malaysia has a unique opportunity to 
arrest the ‘spread of Aids,” says Terry Scott, 
a regional Aids specialist with DKT Inter- 
national, a US-funded agency. “It is one of 
the few countries in the world that has the 
infrastructure, the knowledge and the ca- 
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pability to do something about it before it 
is too late.” 

However, it remains to be seen whether 
the Malaysian Government will take ad- 
vantage of this favourable situation. It is 
not that the government would prefer to 
ignore the problem, quite the reverse. The 
Ministry of Health formulated a plan of 
action and initiated a blood screening pro- 
gramme even before the first case of Aids 
was announced in 1986. The speed at 
which Aids is racing through the country’s 
high number of intravenous drug users has 
been given much publicity. The latest HIV 
and Aids statistics are frequently an- 
nounced to the press. 

“The Malaysian Health Ministry has a 
comprehensive approach to the disease in 
place,” says another Aids specialist. “The 
problem is putting it into action.” 

One source describes it as the age-old 
question of church and state. “Tradition- 
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ally the bedrock of political support came 
from Malay nationalism,” he says. “But in- 
creasingly it is Muslim fundamentalism 
that can be seen to be influencing politics. 
An example of this is the issue of Aids.” 

Aids has had the Ministry of Health 
walking a tightrope trying to balance two 
sets of demands. One is the need for im- 
mediate, effective action; the other, the po- 
litical necessity of not alienating influen- 
tial Islamic bodies and other deeply con- 
servative groups. 

Until recently, the ministry appeared to 
be backing the pragmatic approach. Aids 
policy proposals debated last year included 
the introduction of sex education in 
schools, the promotion of condoms among 
high risk groups, measures to prevent drug 
users sharing needles and the introduction 
of screening to monitor the s spread of the 
disease among prostitutes. 

But each of these measures encountered 
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stiff resistance. Much alarm was expressed 
by parents, teachers and religious groups 
over sex education. "Sex is a dirty word," 
says Zainal Abidin Bin Abdul Kadir, direc- 
tor-general of Islamic affairs in the prime 
minister's office. "In our country it refers to 
intercourse. There is no need to be so direct. 
We should be teaching a healthy lifestyle." 

The Health Ministry accepted the point. 
Late last year, sex education was dropped 
in favour of family health education. Its 
focus was shifted away from sex to "other 
aspects of family and social life,” such as 
"good values, parenthood and morals." 

The proposal to educate drug users on 
the risks of sharing needles fared even less 
well. Health Minister Datuk Lee Kim Sai 
said that some groups felt it to be “encour- 
aging addicts to carry on." 

And the ministry's suggestion to moni- 
tor the spread of the virus among prosti- 
tutes was given the thumbs down by those 
who argued it was tantamount to support- 
ing the flesh trade. 

A senior figure in the influential Na- 
tional Council of Muslim Scholars, Dr 
Mahfodz Mohamed, argues that such an 
approach is treating the symptoms and not 
the cause. Instead, he is in favour of quar- 
antining anyone tested HIV positive and 
teaching them the importance of religion. 

“If we seriously want to stop this prob- 
lem we should try Islamic law," he says. 
“Tt is very strong in this respect. One hun- 
dred lashes for the prostitute and client. 
Forty to 80 lashes for drug addicts. The 
government argues that this is not possible 
in a multi-racial country. So we follow the 
colonial system of law. But Islamic law is 
good for all people. АП religions are against 
prostitution and drug addicts." 

The Health Ministry's proposals for 
condom usage faced strong opposition 
from both Catholic and Muslim groups. 
Although several Muslim countries, most 
notably Indonesia, have successfully incor- 
porated condoms into family planning 
campaigns, condoms suffer a poor image 
problem in Malaysia. 

“Condoms are generally associated 
with illicit sex," says Mrs. Cheng Yin Mooi, 
head of the Federation of Family Planning 
Associations of Malaysia. "Some Malays 
say condoms are contrary to Islam. Others 
complain that they reduce sensitivity and 
that it is the man who has to use them. 
Malays tend to prefer oral contraceptives 
or injections. The Chinese in Malaysia are 
the biggest condom users." 

It was the condom issue that brought 
the latent conflict between the ministry and 
the religious groups to a head. On World 
Aids Day last December, Deputy Minister 
Datuk Mohd Farid Ariffin was photo- 
graphed handing out condoms at an exhi- 
bition sponsored by an NGO in Kuala 
Lumpur's Central Market. His action pro- 
duced a barrage of protests in Parliament 
and from religious groups. 
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Farid defended himself by saying that 
they were NGO condoms, not government 
condoms, and that he was not actually dis- 
tributing them. More significantly, he 
added: "The misconception on the use of 
condoms must be corrected. They are 
meant only for those who are infected with 
HIV and legally married." 

Some Aids policy watchers see the 
statement as the first indication that the 
government is bending to the wishes of the 
religious bodies. One source fears that this 
will herald the advent of a less pragmatic 
approach to the disease. "Instead of giving 
people practical advice on how to avoid 
getting infected with the HIV virus,” she 
says, “they will start issuing statements 
about the evils of adultery.” 

Both Health Minister Lee and Farid 
have spoken of the difficulties of formulat- 
ing a policy that is acceptable to the reli- 
gious groups. Both have appealed to them 
to join the fight against Aids. 

“We have always been criticised by reli- 
gious bodies, especially Muslim scholars, 


Farid: ‘Go back to teaching of Islam.’ 


over the decisions we have made in the 
past,” said Farid in October. He then 
pointed out that 70% of HIV victims are 
Malay. Malays number about 50% of Ma- 
laysia’s population. Officially, all are de- 
scribed as Muslim. 

In January, Farid announced a break- 
through. At the beginning of the month he 
held a high-level meeting with some of the 
country’s most senior Muslim scholars. 

“The general consensus at the meeting 
was that there is no way we can deal with 
the problem unless we go back to the 
teaching of Islam,” says Dr Sallehudin Bin 
Abu Bakar, new head of the Aids preven- 
tion control unit in the Ministry of Health. 
“Everyone must adopt Islamic values.” 

Among the recommendations Sal- 
lehudin cited were an end to the free mix- 
ing of boys and girls, stricter censorship of 
television, and allowing Muslim scholars 
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to teach outside of mosques. 

In an interview with the REVIEW, Farid 
described his meeting with the Islamic 
leaders as highly successful. “The call has 
been made to the Muslim scholars and they 
have responded positively," he says. "I 
will be meeting all the religious groups, 
not just the Muslims. Our aim is to form a 
programme that will influence the public 
to change their lifestyle." 

The Health Ministry has just announced 
that it is to receive a substantially increased 
Aids budget of M$24 million (US$9.12 mil- 
lion) for 1993. Broadly, this will be spent 
on blood screening, NGO programmes, 
health education and so on, what one 
newspaper report termed "controlling 
prostitutes with Aids and sexually trans- 
mitted diseases." 

What the money will not be spent on is 
condom promotion. “We only encourage 
the use of condoms among afflicted groups, 
within marriage," says Farid. "It will be up 
to the NGOs to provide instruction to peo- 
ple, in allowable relationships, on their 
use." Nor will there be any needle exchange 
programmes for drug users. "Such a meas- 
ure would be illegal," he says. Nor will the 
government be working directly with pro- 
stitutes. "Prostitution is against the law,” 
he says. "We would rather have the NGOs 
do any work that is necessary." 

Farid says that his ministry will concen- 
trate on public education. "What we will 
be saying is that Aids is not just a medical 
issue. It's a moral issue, an issue of values. 
Our general approach is that Aids and HIV 
are related to lifestyle and we have to 
change that. It won't be easy." 

The Ministry of Health has been work- 
ing alongside a council of NGOs since 1991. 
The council coordinates 17 NGOs working 
in the controversial areas where the gov- 
ernment is unwilling to go. Administrative 
problems are such that the council has not 
yet disbursed all of last year's budget. 

"There is a lot of work to be done," 
council secretary Hisham Hussein says. 
"Everyone knows about condoms but very 
few people know how to use them prop- 
erly. We need to educate prostitutes and 
drug users about the risks of HIV. Only one 
of the NGOs on the council is based outside 
Kuala Lumpur. But the majority of people 
with HIV come from rural areas." 

As long as Aids is treated as a moral 
issue, not a medical problem, this is un- 
likely to happen. Farid, the deputy health 
minister, admits that it is not easy to bal- 
ance the demands for practical action and 
the need for a morally sound approach. "If 
I get a degree of resistance from the public 
our whole programme might fail,” he says. 
"]t is up to the NGOs to tackle the more 
sensitive issues. 1 am very confident that 
with this approach we can succeed.” | m 


Alison Nadel is a freelance writer based in 
Kuala Lumpur. 
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being thee Ж 


There are over 200 multinationals that have made 
Pakistan their manufacturing and exporting hub. 

Companies such as Shell, Daewoo, Coca-Cola, 
Hewlett-Packard and Toyota have been attracted by 
economic reforms like 10096 foreign ownership, 
Export Processing Zones and legal protection against 
nationalisation. They are being rewarded with high 


returns on their investments. 


The effect on the economy speaks for itself 
Paleistan’s GDP rose by 6.5% in 1990-91, a substantia 
increase over the average rate of 4.7% in the previou 
two years. And over the same period exports registere: 
a dramatic growth of 23%. 

But Pakistan has a lot more than just economi 
reforms to offer its investors. The country’s locatio: 


x . . t.t М . 
puts MNCs in а unique position for access to Asia 
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to moves 


. 
Мо сиггепсу 
restrictions. 
LJ 
Export Processing 


CONS ide 


s well as to Pakistan's traditional trading partners in 
he Persian gulf, China and the newly independent 
oviet Central Asian Republics. 

It is abundant in natural resources including 
otton and minerals and the labour costs are low with 
workforce of around 32 million. Factors like these 
iake the set-up and operating costs in Pakistan 


mong the cheapest in the world. If you think you 


Investment 
incentives 


in Pakistan. 


100% foreign 
ownership of 


companies. 


Investments 


protec ted by law. 


Zones. 


. 


Тах holidays up to 
the year 2000. 


Low labou г and 


operational costs. 
LI 


Easy access to the 
markets of Asia and 


the Middle East. 


might be interested in taking advantage of all that 
Ristan has to offer, it’s not too late. 

Just contact the Embassy of Pakistan in your 

country or the Pakistan Investment Board in Islamabad, 


: 92-51-2 5A. 


Pakistan 


One country. Infinite possibilities. 


Paleistan, fa 











NEC satellite communications link Asia and the world 


NEC is reaching out. As far as outer space. 

NEC is a leader in broadcast satellites, satellite earth stations, and related equipment. 
NEC's C&C technology — the merging of computers and communications — provides the 
computerised control systems needed in space and on the ground. 

In fact, we're the world's number-one maker of the satellite dishes that uplink 
broadcast and telecommunications signals. Look in the suburbs of Singapore, the 
islands of the Philippines, or on the rooftops of Manhattan. You'll find NEC earth 
stations busy uplinking everything from long-distance calls to TV pictures of long- 
distance runners. 

C8C technology. Anywhere you look, from office space to outer space, it's working to 
make sure your future continues to look up. 
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CIL for Human Potential [5] 
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Your computer and NEC's MultiSync® make the perfect couple 





NEC is well-connected. Our renowned multiple frequency displays link up with almost any 
make or configuration of computer hardware. 

So even if you're not fortunate enough to own an advanced NEC PowerMate® PC, you 
can connect with the power of NEC ErgoDesign" MultiSync monitors. Ergonomic features 
like an exclusive AccuColor" control system let you adjust on-screen colours with digital 
precision. A flatter square screen gives you a distortion-free image right out to the corners. 
Revolutionary resolution. Higher refresh rates provide the flicker-free images demanded by 
windowing environments. And the base swivels and tilts so your neck doesn't have to. 

MultiSync monitors. Not just the best choice. The safest choice, too. Reduced Magnetic 
Field" technology lowers static and electromagnetic emissions to meet even the stringent 


Swedish МРК Il guidelines. 
We have changed our corporate mark to [М] t-4 
reflect our new vision for the 21st century. 
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PRICES & TRENDS 





Latest sale to 15 Mar. Latest week ago ago 
-Qold London (21 328.90 326.80 334,80: 54240 
Copper New York (3) 
Current delivery (Mar.) 97.85 94,65 97.60 101.15 
May delivery 98.65 
i5 Current delivery (Маг.) 1,151.50 1,162.50 120500 - 1,282.50 
Tin Kuala Lumpur (1; 1454 14.62 14.37 14.11 
< o Cotton New York (3) 
“Current delivery (May). 8475 6340 5905 ^. 5429 
Мубемеу о 6551 
Rubber Kuala Lumpur (8) 
Current delivery (Apr.) 220.00 223.00 22800 21200 
с Мау delivery 22000 
ме. баай 20000 26000 29000 965.00 
Paim ОЙ Kuala Lumpur (4) 
Current delivery (Apr.) 986.00 1,003.00 925.00 942.00 
June delivery 932.00 
Sugar ; New York i3; 
“Current delivery (May) 10.55 10.09 8.30 831 
: duly delivery: 1078 
А Pepper Singapore (2) 
.. Sarawak Asta bik 100% 172.50 172,50 177.50 202.50 
- Current delivery (Mar) 365.40 368.20 372.20 393.00 
Мау delivery 323.00 
Maize Chicago (8) 
Current delivery (Mar.) 213.40 213.60 212.00 264.20 
May delivery 219.40 
г Rice Bangkok (7) 
1-5% white fob 262.00 202.00 267.00 282.00 
Soyabeans Chicago {5 
Current delivery (Mar.) 57540 575.60 571.60 589.60 
May delivery 576.60 
Cocoa i New York {7 
<< білтелі delivery (May). - 874.00 886.00 905.00 1,030.00 
July delivery - 897.00 
Coffee New York (3) 
Current delivery (Mar.) 59.50 62.05 77.35 73.50 
May delivery 61.70 
Sumatran light 20.35 19.85 19.60 16.95 
Brent : 18.70 19.22 18.05 17.92 





(1) M$ akg (2) US$ ал оғ 12) 056 alb (4j M$ a tonne (5) US¢ a 60 Ib bushel 
{6} USt a 56 Ib bushel (7) US$ a tonne (8) PSS1, Ме akg (2; S$ a 100 kg (10) US$ a barrel 
(11) ВМО, Chittagong/Mongla, US$ a tonne Source: Telerate, International Jute Organisation 


Currencies (/S$7 worth: 


Spot Previous 3 months Year 





15 Mar. ratet week? agot agot 
Australia dollar 14198 1419 14545 1.3038 
Bangladesh? taka 38.90 38.90 38.90 38.00 
Britain pound 0.6957 0.6913 0.64 0,5802 
Brunei dollar 1.6458 1.6468 1.639 1.669 
Burma* kyat 6.265 6.265 6.265 6.265 
Canada dollar 1.2495 1.244 1.2745 1.1986 
France franc 5.6535 55.6335 53525 564 
Germany mark 1.6609 1.6619 1.575 1.6705 
Hongkong dollar 277%. 

india* rupee 26.1335 

Indonesia rupiah 2,071.00 

Japan yen 118.03 

Macau* pataca 9.60 

Malaysia dollar 2.6025 

Nepal rupee 46.4475 

New Zealand dollar 1.8975 

Pakistan rupee 26.5734 

Papua N.G. kina 0.9752 

Philippines peso 25.328. 

Singapore dollar 1.6458 

South Korea уол 79370 . 

$ Lanka rupee 45.6027 

Switzerland franc 1.5208 599 x 

Taiwan NT dollar 26.075 25.9615 25,465 25,439 
Thailand baht 2547 25412646 222222565 


Communist China US$-Rmb 5.748 HK$«Rmb 0.74235 Laos US$=Kip 720.00 
countries: — Vietnam US$=Dong 10,490.00 Cambodia US$-Riel 2,000.00 


Other: Commonwealth of Independent States (former Soviet Union) US$=Rouble 650.00 
SDR1=US$1.37045 ECU1=US$1.1663 5$1«M$1.58095 


*Official rate Middle rate Source: Telerate for spot rates, Dao Heng Bank Ltd for official rates 


Currency deposit and bond yields 


Burocurrency and Aalan силику unit meer rates ГЫ! 


15 Mar. month months months months bonds yield 
uss 31875 31875 3.25 3.625 597 
Sterling 5.9375 58125 5.625 5.50 7.69 
Yen 3.3125 3.125 3.0625 300 ; 447 
Swiss Fr. 5.0625 49375 4.625 4375 5.20 
Dm 71875 7.6875 725 6.625 6.51 
А5 5.0625 5.00 5,00 500 7.68 
cs 5.00 5.0625 5375 5.8125 742 
ECU 9.0625 8.5625 8.1875 7.8125 757 


iOffered rate Source: Telerate, Salomon Brothers 


Economic indicators, selected Asian countries 


Australia China Hongkong 
ii: Economic Growth % (real) (1; 
4992 0.8 E 52 
1993 3 10 56 
intemational Reserves (2) 
Latest US$10.99b (Nov) US$46.29b (Sept) US$28.9b (Dec 91) 
Year earlier US$16.53b US$40.92b na. 
Trade Balance (total merchandise) 
Latest 3 months -US$0.22b (Sept-Nov) -US$0.56b (Oct-Dec): +US$0.41b (Nov-Jan) 
Previous 3 months +US$0.22b “4 US$2.39b *US$0.60b 
Year earlier cu *US$0.41b +US$1.88b -US$0.:37b 
Exports (5: 
Latest 3 months US$10.65b US$27.54b US$30.46b 
% change previous 3 months 30.6 425.9 78 
% change year earlier 0.4 4228 4184 
imports с : 
Latest 3 months... US$10.87b US$28.09b US$30.05b 
% change previous 3 months 9 +442. 73 
% change year earlier st +36.8 +151 
Consumer Prices 
Base Jul 89-Jun 90-100 Dec 1991-100 Oct 89-Sept 90=100/2 
Latest 3 months index average 107.4 (Jul-Sept) 108.8: 1) (Dec) 129.9 (Nov-lan) 
36 change previous 3 months $01 na. +19 
% change year earlier | 40.8 +88 +96 
Money Supply 2) | : 
Latest .-— A$220.56b/9 (Nov). — Amb 2,123.75b (Apr-Jun). HK$744.54b (Jan) 
% change previous month — +08 A00. я +24 
% change year earlier 478 3296 — 416.3 


india Indonesia Japan Malaysia 
124} 55 35 | 85 

44 6 na. : 8 

US$5.63b (Jan) US$10.45b (Dec) US$72.17b (Jan) US$19.44b (Nov) 
US$3.90b US$9.26b US$71.71b US$10.22b 
-US$0.87b (Sept-Nov) +US$2.11b/6) (Jub Sept) 415824125 (Nov-Jan) - +US$0.74b (Aug-Oct) 
-US$1.48b *US$1.10b - 4US$30.47b 4US$0.48b 
-US$0.53b «US$1.43b *US$20.40b -US$0.34b 
US$5.06b US$8.48b(8) US$82.30b US$11.10b 

+469 494 +77 +4.0 

+222 +14.5 -2.2 +20.3 
US$5.93b 705963752) 555818 US$10.37b 

46 : 42 24.3. 417 

«27.1 265. Qi 483 

1982-100 Apr 88-Mar 89-100 1990-100 1990-100 
243.7 (Sept-Nov) 136.1 (Nov-Jan) 105.5 (Oct-Dec) 110.5 (Sept-Nov) 
+15 «20 404 305 

+93 45,7 +10 2 

Rs3.52t9) (Dec) `- Rps 119.05 (бес) Ё X509 97t (Dec) M$109.01b (Oct) 
404 +05 04 10 

#68 +20.2 40.4 +18.8 


i1i Official and other estimates of GDP (GNP in China & Japan) {2} Consumer Price index А 13) M2 or currency plus bank deposits (4) To March (5) IMF definition of reserves minus gold except for Singapore (6; fob 
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пип Hongkong plunges on worries about intensifying Sino-British discord т т т 
Tokyo gains on arbitrage т а a Sydney rises on election speculation и a a Singapore 
eases т ш и Taipei bolstered by heavy buying іп week ended оп 16 March TIN 
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| 3,500 22000 | | 700 Taipei Hongkong 650 KLSE Composite Index 
New York Weighted Index Hang Seng Index 
Dow Jones Industrials Index 6.000 620 
| | 5,600 590 
5,200 560 »4 
3 
4,800 530 ü ж 
ароге > 
кин Shangha Sint Times Index үч 
3,000 12,000 4,400 , Composite Index 200 | | 500 à ‘ 1,200 | | 
AMJJASONDJFM AMJJASONDJFM AMJJASONDJFM ы 
New York Tokyo Seoul Taipei Hongkong X Shanghai Kuala Lumpur Singapore 
Index 3,442.95 17,968.30 637.87 4,489.99 Index 5,980.04 1,222.55 Index 637.79 1,649.35 
| Turnover US$8.5b US$3.6b 24 Turnover* US$440.3m US$2.2b Turnover* US$573.2m ^ US$128.5m Turnover* US$284.5m US$127.1m 


























































































































— Sydney 
340 ee iim 4,000 pim uu. Ordinaries Index : 
Manila Г 
input we 320 3,400 1,600 1,600 | 
| 300 2,800 1,500 1,500 
280 2,200 1,400 1,400 
Jakarta Wellington 
Bangkok 260 Composite Index 1,600 1,100 Karachi! 600 1,300 NZSE-40 Capital Index 1,300 
SET Index KSE-100 Index 
[500 , , Ja 700 240 , 5.15.1 1,000 100,111 A 1200 , ,, , 5, 5, 1208 
AM JASONDJFM AMJJASONDJFM AMJJASONDJFM AMJJASONDJFM 
= 
Bangkok Manila Jakarta Bombay Karachi Colombo Sydney Wellington 
Index 905.12 1,475.78 Index 311.09 2,330.2 Index 1,134.43 778.21 Index 1,659.30 1,584.69 
Turnover* US$161.0m US$18.5m Turnover* US$29.2m US$34.4m Turnover* 1.5m shares US$0.4m Turnover* US$161.1m US$79.9m 
* Average daily turnover Morgan Stanley Capital International Index = 520.1 (15 Mar.) Source: tSmith New Court (Far East Limited) | 
K Taiw. i Prime Interbank Interbank Interbank 
Philippines Singapore South Korea aiwan Thailand 15 Mar. 1 t3 st 6 st 
335 56 52 671 75 Australia 1000 5375 5375 534375 
1-2 5.5-6.5 6.3 n.a. 7.2-8.2 
Britain 6.00 6.25 6.00 5.75 
US$4.78b (Jan) US$39.39b (Nov) US$17.82b (Jan) US$83.94b (Nov) US$21.11b (Jan) 
US$3.59b US$32.88b US$13.99b US$78.80b US$18.06b Hongkong 6.50 3.00 325 350 
USSIA (Otec) рур)  -USS12 (DecFeb) Шсл (Dec'Feb) — USSP4Ob (Sup E MIR. а, 10, 1 TUN 
-US$1.29b -US$1.92b +US$2.47b +US$0.11b Japan “4% 
-US$0; 81b -US$1.85b 15% zb +US$2.21b -US$0.20b / 
"4.00 34375 3.26563 325 
US$2.55b US$16.62b US$18.42b US$19.05b US$8.83b 
-2.0 +07 -9.8 94 +145 Ма!аузїа 8.75 7.58 7.50 740 
+117 +127 +0.9 +40 412.6 
New Zealand 1110 7.25 728 7.25 
US$3.89b US$19.53b US$19.64b US$18.07b US$11.2b 
40.4 46.0 03 27 499 Philippines 17.00 11.5625 11.3125 10.75 
+26.1 +17.6 41 +122 +118 Singapore 475 1.3125 1.5625 1875 
1988-100 Sept 87-Aug 88-100 1990-100 1991-100 1986-100 South Korea 111145 - — — 
170.3 (Oct-Dec) 113.3 (Oct-Dec) 118.1 (Dec-Feb) 105.4 (Dec-Feb) 132.4 (Jul-Sept) » 
+16 +04 40.6 -0.8 41.6 Taiwan 8.00 - = = 
+84 +22 м5 +34 +48 ч 
Thailand 10.50 10.00 10.00 — 
. 1 4 
ша) (Sept) 2750» Non еен темну тна 8.20 (Sept) us 6.00 31875 325 3375 
^ 2 +100 ^i 6 NT 6 +174 'Longterm "'Shortterm ttMonetary Stabilisation Bond (1 year) 
(7) cif (8) Including petroleum (9) МЗ (10) % change over past 3 months (11) One month Source: Official statistics TOffered rate Source: Telerate and Review Data 
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SOUTH KOREA 
Power Moves 


he two businessmen-cum-politicians 

who tormented Kim Young Sam dur- 
ing his 1992 campaign for the presidency 
— Chung Ju Yung of Hyundai and Park 
Tae Joon of state-controlled Pohang Iron & 
Steel Co. (Posco) — stood as business 
equals once again on 11 March. But only 
for a few hours. 

On that day Chung, the United Peoples 
Party's presidential candidate in last year's 
election, returned to Hyundai as its honor- 
ary chairman after quitting politics a month 
earlier. Hours later, Kim forced Park to re- 
sign as Posco's honorary chairman. Park 
was once the head of a ruling Democratic 
Liberal Party (DLP) faction opposed to 
Kins presidential bid. 

The fates of the corporate chieftains 
have many stockbrokers in Seoul shaking 
their heads. They wonder why President 
Kim is apparently willing to see Chung re- 
turn to his business empire but not Park. 
Being generous, Shroff attributes the dif- 
ference to Chung's cloying flattery of the 
Kim compared with Park's studied silence. 

Park's destiny appears to have been 
sealed in February, when government au- 
ditors examined the financial records of 
Posco, the world's third-largest steel pro- 
ducer. It was an open secret in Seoul what 
auditors were looking for: that Park had 
allegedly disbursed Won 20-60 billion 
(US$25-75 million) in funds to DLP mem- 
bers in an effort to derail Kim's nomina- 
tion as the party's presidential candidate. 
The results of the audit have yet to be pub- 
lished. 

After his resignation, Park returned to 
Tokyo, his home away from home since 
quitting the DLP in October. Chung, how- 
ever, stands accused of embezzling 
roughly Won 50 billion from Hyundai to 
fund his presidential campaign. He also 
faces charges of securities fraud for failing 
to report certain stock transactions during 
the campaign. 

Earlier this month, Chung went public 
with his admiration of Kim. Chung said he 
had "made a big mistake by rushing into 
politics" and that he would have been a 
“disastrous” president. “The Korean peo- 
ple have chosen one of the most honest 
politicians as their leader," he said. 

Having dispensed the political syrup, 
Chung added that he would dismantle 
Hyundai but continue to exercise manage- 
ment control of some of the group's affili- 
ates. He also indicated that Hyundai may 
start making hot-rolled steel coil, Posco's 
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Chung flatters; Park stays silent. 


main line of business. 

Whether Kim will allow Chung to take 
control of Hyundai and begin another 
round of expansion remains to be seen. 
With the powers of the presidency in hand, 
Kim can easily block any expansion move 
by Hyundai or hound Chung from the 
group by pursuing the legal actions pend- 
ing against him. 

Many traders on the Korea Stock Ex- 
change are not sure the president will al- 
low Chung to go about business as usual. 
The dismantling of Hyundai is the only 
populist campaign pledge that Chung has 
a chance of fulfilling. Will Kim force him to 
keep his word? m Ed Paisley 


TAIWAN 


Hard Money 


oreign punters interested in the Taipei 

Stock Exchange, whose index in recent 
weeks has been at heights not seen since 
mid-1992, will find that the Taiwan Gov- 
ernment has made it easier both to bring in 
money and to buy stocks. While welcom- 
ing the more accommodating stance, Shroff 
is not ready for a standing ovation. Peel 
away the veneer of the new-found friendli- 
ness towards foreign money, and it is easy 
to see that the financial system is as re- 
moved from reality as ever. 

During the 1980s, foreign investors 
could invest in Taiwan only indirectly 
through a handful of mutual funds. But at 
the beginning of 1991, the government al- 
lowed a select group of foreign financial 
institutions to apply for quotas of local cur- 
rency to use in the purchase of stocks. Bro- 
kerages were pointedly excluded from the 
welcome list because they were considered 
unruly short-term traders. Instead, pension 
fund managers, insurance companies and 
banks — none of them natural equity buy- 
ers in a relatively undeveloped market like 
Taiwan — were invited to invest. 

Not surprisingly, foreign brokers imme- 
diately set about trying to get round the 
restrictions. Many have simply borrowed 
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the names of affiliated financial institutions 
and routed their clients through them. This 
is, of course, completely contrary to the 
authorities’ idea of having individual cli- 
ents apply for currency quotas to use for 
their own long-term investments. 

“This is done with a nod and a wink,” a 
foreign broker says. The authorities know 
full well what is going on, he says, but 
having a limited number of approved in- 
vestors and an opaque approval structure 
allows them to keep a great deal of admin- 
istrative control. Local brokers estimate 
that nearly US$1 billion has come into the 
stockmarket under the quota scheme, just 
over half the approved total of US$1.9 bil- 
lion. 

Superficially, authorities continue to lib- 
eralise. At the beginning of this year, the 
government decided to let brokers apply 
for foreign-exchange quotas. But though 
the door to the stockmarket is easing open, 
the Central Bank of China's cumbersome 
restrictions on currency have meant that 
the system is as closed as ever to foreign 
investors. 

Even after they have been approved, 
would-be foreign investors must apply to 
the Central Bank for permission each and 
every time they want to bring money into 
or out of the country. The bank is obsessed 
with controlling the New Taiwan dollar, 
so it sometimes speeds up requests or sits 
on them for months. 

Recently, the local currency has been 
weak because of large, mostly unreported 
transfers of money out of the country. As a 
result, the Central Bank has been encour- 
aging foreign investors to bring money in 
to help prop up the currency. 

But a system of control remains in place 
that allows extraordinary latitude for the 
central bank tempering the willingness of 
foreigners to come into Taiwan. "Think of 
foreign exchange as the front room of the 
house," a foreign broker says. "If the front 
door of the house is still guarded, then 
opening the door to the dining room 
doesn't matter much." 

For all its talk of making Taiwan a re- 
gional financial centre, the government is 
afraid of foreign investors, even though it 
is doubtful that they would be any more 
disruptive than Taiwan's own notoriously 
short-term punters. 

The laissez-faire theories of free-capital 
flows may not excite the government. But 
even on purely pragmatic grounds, it 
might reconsider the opaque, convoluted 
system of capital movement. With increas- 
ing amounts of funds flowing to China 
from Taiwan, it would be better that the 
system is improved sooner rather than 
later. m Mark Clifford 
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The Swire Group 


Cathay Pacific Airways Limited 
1992 FINAL RESULTS 


Audited Consolidated Results. The profit attributable to 
shareholders for the year ended 31st December 1992 was US$385 
million, as compared with US$378 million for the previous year, an 
increase of 1.996. 
Year ended 
3151 December 





Turnover 


Operating profit 
Net finance charges 


Net operating profit 
Share of profits of associated 
companies 


Profit before taxation 
Taxation 


Profit after taxation 
Minority interests 


Profit attributable to shareholders 
Dividends 


Retained profit for the year 
transferred to reserves 


Earnings per share 





Dividends per share 
interim 
final, recommended 


Available tonne 
kilometres (million) 


Shareholders' funds per share: 





The United States dollar figures shown are for information only, 
and are translated from Hong Kong dollars at the rate of exchange 
of US$1,.00-HK$7.80. 


Results. 1992 saw no reduction in the problems confronting the 
aviation industry. А worldwide excess of capacity and the need 
for many airlines to generate cash regardiess of profits produced 
a continuation of the fare wars first seen in 1991. Many airlines 
have reported or are expected to report substantial losses in 1992. 
Against this background our full year's profit of US$385 million, 

an increase of 1.9% over 1991 is, | believe, a creditable performance. 


Costs continued to be under pressure due partly to large increases 
in government charges and taxes, and partly to inflation in Hong 
Kong which continued at a rate higher than worldwide averages. 
For these reasons we continued with “Operation Better Shape”, 
our Major project to increase productivity. We are making 
progress; unit cost per available tonne kilometre remained the 
same as last year primarily due to improved staff productivity. 


k would be unrealistic for us to assume the industry's problems 
will soon vanish. Аз a result, after revising our medium-term 
forecasts for traffic levels, we postponed in November the 
conversion of options into firm orders for three Boeing 747-400s, 
originally due for delivery in 1994. 


But there are opportunities and one of these arises from the 
forecast that demand for air transportation in Asia-Pacific will grow 
almost twice as fast as in other maior regions of the world during 
the 1990s. In May, we ordered 11 Boeing 777 aircraft, with 
options on a further 11. Together, the Boeing 777s and the 
previously-ordered Airbus A330-300s will allow the Company to 
replace the TriStars and to increase capacity on regional and 
medium-haui routes commencing іп 1995. 


Despite the delays surrounding the replacement airport project 
at Chek Lap Kok, the Company and its subsidiary and associated 
companies have been and continue to be active in their 
preparations for the move. Expressions of interest have been 
made in respect of Hong Kong Aircraft Engineering Company 
Limited, Cathay Pacific Catering Services (HK) Ltd. and others, and 
in many cases detailed plans have been drawn up. Discussions 
continue with the Provisional Airport Authority and we remain 
optimistic that the new airport will present a great opportunity for 
the Company although. of course, the time table for its opening 
remains uncertain. 


Operations. We took delivery of four Boeing 747-400 passenger 
aircraft during the year. One Boeing 747-200 passenger aircraft 
was converted to a freighter in August. This brought the fleet total 
to 49 aircraft: 27 Boeing 747 passenger aircraft, four Boeing 747 
freighters and 18 TriStars. 


An order for three flight simulators for the Boeing 747-400, A330 
and Boeing 777 was placed in July. 


Average aircraft utilization for the whole fleet was 10.0 hours per 
day compared with 9.8 hours in 1991. 


Financing. The Company's financial position remained strong; at 
31st December 1992, total shareholders' funds amounted to 
US$1,708 million, an increase of 15.6% over 1991. 


Debt equity ratio has been maintained at around the present level 
throughout this period. 


Investment. During the year, we purchased airline catering 
facilities located in Sydney, Darwin, Vancouver and Toronto. 


Final Dividend. The final dividend to be recommended at the 
Annua! Genera! Meeting on 26th May, 1993 amounts to HK31.5¢ 
per share for the year ended 31st December 1992 which together 
with the interim dividend of HK10.5¢ per share paid on 4th October, 
1992, makes a total dividend for the year of HK42.0¢ per share. This 
represents a total distribution for the year of HK$1,203 million 


Sharehoiders’ register wili be closed from 17th April to 21st April 
1993, both dates inclusive. The final dividend will be payable on 
2nd June 1993 to shareholders registered on 21st April 1993. 


Prospects. Looking to 1993 the first half at least is likely to see 
a continuation of the current climate of soft demand and severe 
price competition within the airline industry. The outlook for our 
major Japanese market remains depressed but there are some 
signs that the major economies outside the Asia-Pacific region 
are finally beginning to emerge from their lengthy recessions. 


However, against this background we fear that airlines woridwide 
will stiil бе subjected to above average increases in government 
charges and taxes and it is unlikely that inflation at our home 
base will reduce significantly. The industrial action by the Flight 
Attendants’ Union in January 1993, although now resolved, may 
well have a significant impact оп 1993's results; it is easy to 
calculate the short-term financial effect but more time is needed 
to evaluate whether any longer term impact will be feit. 

We would expect to have a clearer picture when our interim 
results are issued but from the information that we have at 
present, it is likely that 1993 will be a more difficult year than 
1992. 


The Annuat Report for 


992 will be sent to shareholders on 2nd April, 1993 


P D A Sutch 
Chairman 
Hong Kong, 1 ith March 1993 
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CLASSIFIED ADVERTISEMENTS 
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Education 3 


UNIQUE IN THE WORLD OF 
MANAGEMENT EDUCATION œ 
UNIVERSITY OF SOUTHERN 
CALIFORNIA * ONE 
YEAR • MID CAREER • PACIFIC RIM 
FOCUSED • INTERNATIONAL MBA • 


PRACTICAL • RELEVANT • 


DEMANDING * ALUMNI NETWORK 
40,000 STRONG * UNIQUE IN THE 
WORLD OF MANAGEMENT 
EDUCATION • SIXTEENTH ANNUAL 
UNIVERSITY OF SOUTHERN 
CALIFORNIA IBEARMBA PROGRAM 
* 213/740-7134 • 213/740-7559 FAX 


Research Position (ENVIRONMENT) 
East-West Center 


The East-West Center is a public nonprofit education and research institution that examines 
such Asia-Pacific issues as the environment, economic development, population, international 
relations, resources and cufture and communications. 

Some 2,000 research fellows, graduate students, educators and protessionals in business 
and government from Asia, the Pacific and the United States annually work with the Center's 
staff in cooperative study, training and research: 

The East-West Center was established in Hawaii in 1960 by the U.S. Congress which 
provides principal funding. Support also comes from more than 20 Asian and Pacific govern- 
ments, private agencies and corporations and through the East-West Center Foundation. The 
Center has an international board of governors. 

Applications are being accepted for a position to cenduct research in the Program on 
Environment, This is a three-year renewable limited appointment as Senior Fellow providing 
expertise ir- marine ecology and coastal zone management, with particular emphasis upon ће 
Pacific islands, Senior Fellows are responsible for planning and conducting collaborative 
research projects on environmental issues of concern to Asia, the Pacific Islands, or the United 
States. Topics of particular interest to the program include assessment of impacts from 


development on marine and coastal ecosystems, risk assessment, and management of 
coastal, island, and reef resources in the tropics. 


REQUIRED QUALIFICATIONS: Ph.D. in one of the marine sciences, plus at least 12 years 
post-Ph.D. experience in research on environmental issues, including research on coastal and 
marine ecology or coastal zone management in the Pacific Islands. Ability to develop. obtain 
funding for and to manage environmental research projects dealing with the Pacific Islands. 
Ability to work with scholars and policymakers from diverse backgrounds and countries. A 
record of significant publications on environmental issues, Demonstrated ability to work 
collaboratively to develop international projects. 


+ А : ; 
PREFERRED QUALIFICATIONS: Work experience with scholars and policymakers from 
Pacífic countries. 


SALARY BANGE: $56,627.00 to $66,067.00 per year, depending on qualifications, plus cost- 
of-iving allowance currently at 22.5% (subject to change) and an attractive benefits package. 

Submit a cover letter including position titie and a statement addressing how the quaiifica- 
tions are met, aresume, and names and addresses of three professional reterences. Screening 
and assessment will be based on the materials you submit. Applications must be postmarked/ 
FAXed by June 2. 1993. Send ic: Karen Lam, Personnel Office, Dept. 855E. East-West 
Center, 1777 East-West Road, Honolulu, Наман 96848 or FAX to (808) 944-7970. 

An Equal Opportunity/Affirmative Action Employer. 


























GRANDES ECOLES IN FRANCE. 





global marketplace. 


experience abroad. 


at the Ecole Nationale des Ponts et Chaussées (founded in 1 


THE MASTER IN INTERNATIONAL BUSINESS 15 A TRULY 
INTERNATIONAL MBA PROGRAM AT ONE OF THE MOST PRESTIGIOUS 


INTERNATIONAL FINANCE 
MANAGEMENT OF TECHNOLOGY 
MARKETING AND GLOBAL STRATEGY 


А 13-15 month program in English, the MIB is geared to professionals 
interested in developing entrepreneurial skills which can be applied in the 


Global Vision: participants choose European, American, or Pacific Basin 
options combining study in Paris with programs and professional 


International Faculty: drawn from a roster of outstanding professionals 
and entrepreneurs from around the world. 


Multinational Environment: 60 students represent an average of 25 
nationalities. ENPC is located in the heart of Paris. 


Entrepreneurial Spirit: each student builds his own curriculum based on 
his professional objectives and the overall framework. 


MIB Admissions, Ecole Nationale des Ponts et Chaussées 
28, rue des Saints-Péres, 75343 Paris Cedex 07, France 
Tel: (33 1) 42 60 34 13 Ext 1162 Fax: (33 1) 40 15 93 47 





If you have something to say . . . say it 
in the Classifieds! 


Improve Product Cost 
at least 10% 
in 
ONE WEEK! 


THE KEMPTER GROUP 
1517 Emerson Avenue 
MoLean, VA. 22101 USA 


Request quote 
FAX 001-1-619-726-9993 
Voice 001-1-619-726-9992 


Certified Value Specialist 
and Cost Analyst 





Business 


Agents wanted in countries 
of the Asia Pacific to market 
and distribute a new golf 
rule book. 


Contact Staggs Corp 
Fax 612 967 2477 








DEGREE COURSES 


Take a Master's degree in Business 
Administration (MBA) entirely at home 
anywhere in the world. Also Bachelor's, 
Master's and Doctorate. programmes 
in Computer Science, Economics, 
Education, Engineering, International 
Law, Languages, Sciences, etc. 
Knightsbridge University, Dept. 
FERS, Stefansgade 22, Copenhagen 
2200, Denmark. fax: +45 31 81 58 14 


Review 
Classified Sections 


The classifications available in this 
section are as follows; when book- 
ing, please state your requirements: 


Appointments 

Business Equipment 
Business Opportunities 
Business Services 
Conferences & Exhibitions 
Courses & Seminars 
Education 

Fellowships 

Hotels & Accommodation 
Investment Opportunities 
Notices 

Personal 

Property 

Positions Wanted 
Publications 

Residential Schools 
Universities 
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7 OFFSHORE 
/ COMPANIES 


Full Nominee Management, Accounting 
and Admin services available at 
reasonable cost with no hidden extras. 
Ready made Companies available. 
BAHAMAS 
B. V. ISLANDS 
DELAWARE 
GIBRALTAR 
HONG KONG 
ISLE OF MAN 
MADEIRA 
MAURITIUS 
PANAMA 
S. IRELAND 
W. SAMOA 
г jurisdictions and offshore trusts available 
on request, 
ALL CREDIT CARDS ACCEPTED 
For immediate service and free 60-page 
full colour brochure Contact 
COLIN FORSTER 
Overseas Company egeo Agents 
Companies House, Ramsey, Isle of Man 
Tek 0624 815544 Fax: 0624 815548 
PETER SIDNEY 
72 New Bond Street, London W1Y 900 
Tel: 071 355 1096 Fax: 071 495 3017 
ШАМА ВЕАМ 
24 Rattles Place, 26-05 Clifford Centre 
Singapore 0104 
Tel: (65) 535 3882 Fax: (65) 535 3991 
STELLA HO 
1815 Hutchison House, Hong Kong. 
Те: (852) 522 0172 Fax: (852) 521 1190 
KEVIN MIRECKI Attorney at Law 
2121 Avenue of the Stars, 6 FL. 
Los Angeles, Ca 80067, U.S.A. 
Те: (310) 5514106 Fax: (310) 5516684 
For U.S.A. Corporations Той Free 
11-800 FOR ІМС5) 
SUNIL BANYMANDHUB 
Les Cascades Building, Sth Floor, 
Edith Cavell Street, Port Louis, Rep. of Mauritius 
Tet (230) 212 9800 Fax: (230) 212 9833 


UK 0800-269900 j 
„ USA 1-800-2834444 
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То place your 
classified ad, 
fax: Hong Kong 
(852) 5031537 or 
call: 













Hong Kong 5084473 
Singapore 2203720 
Tokyo 32700251 
Bangkok 3913275 
Sydney 3639736 
Jakarta 5703123 
Taipei 7677390 
Manila 8273950 
Seoul 2856665 
London 3340008 
New York 8086618 





_ Auckland 4192243 
















CLASSIFIED ADVERTISEMENTS 


Education 


How to get an 
American university 
degree without 
going to the USA... 


Richmond College, the American International University in 
London, invites you to apply for one of its U.S, accredited 
university degree programmes leading to the MBA, BA or AA 
degrees. Small classes, a full range of extra curricular activities, 
internships and excellent accommodation. 

To tind out about the best in American education abroad, send 
for our brochures: 

MBA Programe Office (Dept. FER}, 

Richmond College, 16 Young Street, London W8 5EH, England 
Tel: 071-938 1804 Fax: 071-938 3037 or 


Undergraduate Programs Director of Admissions (Dept. FER), 
Richmond College, Queen's Road, Richmond, 

Surrey TW10 БІР, England 

Tel: 081-940 4487 Fax: 081-332 1596 
INTERNATIONAL EDUCATION 

IN A CLASS OF ITS OWN 


Appointments 





Amsterdam, Brussels, Singapore 


potential by i 
company puts 


Our client is a rapidly expanding investment 
advisory company specialising in the Japanese 
and other Asian securities markets. It has 
Quickly built a substantial market share in an 
adverse climate. А conservative cost base, 
experienced staff and orientation towards 
client service provide the ingredients for 
further successful growth in the 1990's. 





pn 





The successful candidates will be experienced 
sales реоріе who can demonstrate а 
Successful track record of selling a full product 
range to institutional investors in Europe 
and/orthe Fa They will aiso be highly 
motivated and will enjoy being part of a team 
orientated organisation where they will be 
encouraged to develop their clients’ full 
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12 Curzon Street 
London W1Y 7FJ 





LONDON PARIS 





JAPAN б Far East Equity/DERIVATIVE SALES 





£ Substantial Package 


ing ail the facilities that the 
: their disposal. 






We are also interested in talking to experienced 

sales people and fund managers who тау 

er to work on an associate or affiliate 
basis, making use of the company's facilities. 
The company offers a dynamic environment 
where career progression depends entirely оп 
an individual's drive and determination to 
succeed, The compensation package reflects 
the company's ambition to attract people of 
the highest quality. 

if you feel that you meet the exacting 

standards required, sand your CV to Jonathan 

Cohen, at the address below. 


Fax: 071-413 0977 


MADRID 


Graduate degree: MBA 


Undergraduate degrees: 
Business Administration 
International Business 
Computer Science 
Engineering 
Mathematical Sciences 
Economics 
English Literature 
History of Art 
Studio Art 
Political Science 
Psychology 
Sociology 
Anthropology 


Richmond College, 
the American 
International 

University 
in London 





















Tel: 071-413 0972 















For QUALITY response... advertise in this section 














By William McGurn 





n January 1944 in the notorious 

Kinkaseki mining camp in northern Tai- 

wan, the Japanese Camp Commandant 
singled out a British enlisted man and 
asked him if he prayed to his God. After a 
moment's hesitation, the soldier replied, 
"Yes." The Commandant then asked him 
what he prayed for. “Еог my family, home, 
peace, victory for the Allies and safety in 
the mine," said the soldier. The assembled 
Japanese officers laughed. But later one 
told him he had answered bravely. 

The young POW who stood up to his 
captors was Sgt J. O. Edwards of the Royal 
Corps of Signals, taken in the fall of 
Singapore. When US marines marched into 
the Kinkaseki camp the following 
September, the Edwards they liberated had 
been reduced to skin and bones. But he 
had lost none of his pluck. Today, just shy 
of his 75th birthday, Jack Edwards has re- 
gained the lost weight but remains in fight- 
ing form. The irony is that his adversary 
these days seems to be as much the empire 
he fought for as the empire he fought 
against. 

Not that the old boy has become one of 
those war veterans turned pacifist. Far 
from it: he credits the American decision to 
drop the bomb with saving his and count- 
less other innocent lives. But it bothers him 
that Japan, unlike Germany, has never 
apologised for World War II. And it bugs 
him even more that the King and Country 
whom he served have no room for the 
spouses of the ethnic Chinese and Eura- 
sians who also served — and often died — 
side-by-side. Thus Hongkong people know 
him as a crusader on behalf of the wives 
and widows of British veterans, while in 
Japan he has achieved some minor notori- 
ety because of an autobiography that em- 
phasised his demand for some sign of offi- 
cial repentance from Tokyo. 

"| suppose my university was prison 
camp," says Edwards, relaxing at his office 


78 


PROFILE 


Jack Edwards 


Champion of Widows 
Of Hongkong Soldiers 


Survivor of Japanese POW camp in World War II 
now fights for the right of elderly women to get 


British passports 


in City One housing estate in Shatin. "The 
first lesson you learn in camp is respect. 
Until you earn that you get nowhere." 
One sign of that respect from his native 
land hangs on the office wall: a framed 
"Member of the British Empire" signed by 
Queen Elizabeth in 1985. But Edwards has 
mixed feelings about the company the 
honour puts him in. “АП these bloody 
OBES, CBES, KBEs on their knees kowtowing 
to Peking every day," he says, referring to 
much of Hongkong's business and politi- 
cal establishment. "It's a bloody disgrace." 
After a stint of Japanese hospitality at 
the notorious Changi prison camp, 
Edwards was packed off to work as a slave 
labourer in the Kinkaseki coal mine. But he 
never accommodated himself to the forced 


€ | told them anyone 
who took off his uniform 
was finished. And 
we survived. e 


bow. Two decades later, as a Housing 
Authority official in Hongkong, he again 
found his back up against the wall as 
angry crowds of would-be Red Guards 
gathered outside his estate to throw rocks 
and chant Maoist slogans. When two of his 
workers asked to take off their uniforms 
because they bore the British Crown, 
Edwards drew the line. "They were dodgy 
times but that's exactly when you need to 
insist on respect" says Edwards. "I told 
them that anyone who took off his uni- 
form was finished. And we survived." 
He's also something of an entrepreneur. 
In 1988 he published a book he wrote 
about his wartime experiences. Entitled 
Banzai You Bastards, it included something 
of a scoop in reproducing a copy of the 
Japanese order to “kill them all" and “leave 
no traces" of Allied POWs once the war 
turned against them. Last year the book 


FAR EASTERN ECONOMIC REVIEW 


was picked up by Souvenir Press in Lon 
don, but the even greater shock was seein; 
it translated into Japanese. In July he at 
tended a book reception in Tokyo, where | 
young Japanese woman asked him to sin; 
Rule Britannia. "Imagine what that felt like 
just a few miles from the heart of Tokyo, 
he said. 


ut the war widows remain closest t 
B his heart. In a small patch out a 

Stanley Military Cemetery, Edward 
points to the small, white headstone o 
Jimmy Kotwall, a 37-year-old Eurasiai 
stock broker turned resistance leader wh: 
was beheaded on nearby Stanley beach b: 
the Japanese Occupation for his British re 
sistance work. A few feet down lies th 
grave of Jimmy Kotwall's brother, George 
beheaded a year earlier on the same beac] 
for the same reason. 

Out of his pocket Edwards takes a cop: 
of a faded letter, scratched in pencil, tha 
Jimmy Kotwall managed to scribble befor 
his execution. He urges his wife, Dori: 
now 78, to bring their children up in th 
Christian faith and insists his sacrifice wa 
not in vain. “I die with love in my heart fo 
my family, my country, and relatives anı 
friends." Edwards points to the British coa 
of arms on the headstone and shakes hi 
head. "They'll give it to the dead on thei 
graves but they won't give it to the livin 
widows on their passports." 

АП his battles notwithstanding, persist 
ence seems to be paying off. In true Asia! 
fashion, old age has brought its rewards t 
the Welshman whom the Chinese resident 
of City One call ah yeh, or grandfathei 
There is his wife, Polly. His book has sok 
3,000 copies in Japan, and recently a legis 
lative councillor told him the Hongkon 
Government would find some way to tak 
care of the war widows, now down to 2: 
Asked what it all means, Edwards pause 
for a second and breaks into a broad smile 
“I suppose it means they think me a we 
bit of a nuisance." І 
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Its the way we make you feel that 
makes us the world’s favourite. 


BRITISH AIRWAYS 
The worlds favourite airline 4 





Come to where Ihe flavor is. а 
VN 


Б" 
» 





